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WORLD NEWS 


Chirac and 
Kohl back 
Poland for. 
early EU entry •• 

Poland's drive, for early Rrrmpean 
Union membership received a 
boost firom. French president Jac- 
ques Chirac and Helmut K oh l, 
the German chancellor, at a tri- 
partite summit hi the western 
Polish city of Poznan. Meanwhile, 
Lithuania’s foreign minister will 
today try to convince his counter- 
parts from the 15 EU states that 
the country should be allowed to 
join soon. Page 2; Editorial 
Comment, P^e 15 

SEC soH-ragolaHon move 

Hie Securities and Exchange 
Commission has warned it might 
have to reconsider the sy stem of 
self-regulation by US auditors in' 
the light of mergers planned 
among several'of the Big Six 
global accounting firms. Page 16 

BMr ponders m ee tin g 

UK prime minister Tony Blair is 
contemplating a new meeting 
with Sinn F6in leaders in an 
attempt to keep the republican 
party involved in the Northern 
Ireland peace talks. Page 16; 
Editorial Comment, Page 15 ’ 

US to reward Mlosevic 

In a shift in policy towards the- - 
Balkans, the US is moving to 
reward Yugoslav president Slobo- 
dan Milosevic for his support of 
the new, moderate Bosnian Serb 
government Page 2 

Direct nwrtaMng i rampalyi 

Hie Federation of European - 
Direct Marketing wants pressure 
applied toEuropean Union states 
which limi t promotions using 
loyalty* cards, sweepstakes, gifts 
and the like. Page 2 ' 

Russ ia Uk r ai ne accord 

Economic ties between Russia : 
and Ukraine are set to tighten 
when a 10-year economic agree- 
ment is signed, in Moscow during 
a summit between p resident s 
Leonid Kuchma of Ukraine and 
Boris Yeltsin of Russia. Page 2 

Computer virus wanring 

New computer virusesTrfuch caw ■ 
damage companies* software and 
cause costly disruption to busi- - 
nesses havemorethan doubled ; 
in the past 18 months. Page 6 

SwhkSsIi Jobs pladg* 

Swedish prime minuter Goran. 
Persson pledged to create 100,000 
companies by th&end -b£2000 as 
part of his battle to reduce unem- 
ployment . 

Brazilian fflmtriumpfr* 

Central Station, a low-budget _ 
road movie about a Brazilian boy 
searching for his father, directed 
by Walter Salles, won the Berlin. 
Film Festival's Golden Bear 
award for best film. 

Dispute at Rfa 

Fife, world football's governing 
body, is being threatened with a 
potentially divisive dispute over 
the future of its presidency - erne 
of the most powerful jobs in 
international sport Page 4. 

RmcdiM whu final 

Greg Rusedski fought back to 
beat Marc Rosset of Switz erl an d 
in the final of the European 
Community Championship in 
Antwerp- The UK number one 
beat the d efending champion 7-6 
3-6 6-1 6-4. 

Bouins otter to RAF 

Boeing has stepped up its drive 
to persuade the Royal Air Farce 
to use its C-17 transport aircraft, . 
apparently offering to lease it 
Page 6 

Kurdish robots SMk trace 

The Kurdish warlords who con- 
trol northern Iraq are temporar- 
ily abandoning their violent 
struggle for supremacy. Page 3 

Attack on Froneh train 

A French TGV train suffered 
minor damage when an explosive 
device went off on the track in 
the Basque city of Iron in Snain. 
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business news 


Mitsubishi to 
quit European 
and Japanese 
PC markets 

Mitsubishi Electric, Japanese - . 
consumer goods croup, is to quit 
the European and Japanese per- 
sonal computer markets in a 
move which signals the <»nri of 
Apricot Computes, one of the 
oldest UK consraner computer 
brands. Page 17 


Bp o lf Bank of the UK refused 
to comment an reports that it 
planned to hid' for. Standard Char- 
tered, UK-base&international ’. ... 
bank.PagBl8; Lex,Page 16 

MYlfaMngs, UK paperboard 
and plasticspackaging group, is 
set to announce the formation of - 
a European gitinwee to help mem- 
bers win more busin e ss from 
muitinatifwifll pharmaceutical 
groups. Page 18 

Wd o o lo glo. UK-based graphics 
i technology group, js to launch its 
second-generation PowerVR 3D 
graphics chip, aimed at the 
arcade systems, personal com- 
puter arid set-top box markets. 
Page 18 

UP, business information group 
and publisher of Lloyd’s List 
’’ plans an witHal public offering on 
- the London, stock exchange. *. 
Page 18 

United News & —din . UK 

conglomerate, is hi the 
final stages aE talks to sell its 
northern regional newspaper 
division. to venture capital group 
Candover. Page 18 

Ban, UK brewing arid leisure 
group, will today brief institu- 
tional shareholders and analysts 
on its agreement to buy Inter- 
Continental Hotels and Reseats 
for $29hn from Japan's Saison 
group. Page 17 

Hyundai Etectrookw, smallest 
and most indebted of South 
Korea's three main dnpmakers, 
sold Symbosis Logic, its US nun- 
memory chip subsidiary, to Adap- 
tec in a 5775m deal Page 17 
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UN secretary-general confident that security council will back agreement 
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Qold ma n S ac ha Asset 
Management is to launch its first 
marking exercise in Europe in 
an effort to enter the highly com- 
petitive UK pension, fund market 
Page 17 . 


Dreattear Bank, Germany’s 
second biggest bank, raised 
annual pre-tax profits by nearly 
20 per cent to DM3 Jbn ($L8bn). 
Page 20 

M o r ga n Stanley Dean Witter 

Discover, US .financial services 
group, plans to. preate a global 
payments network as a base for 
launching itsDiscover credit 
card worldwide. Page 17 

CLT-UFA, Europe's biggest 
television and radio broadcaster, 
is to sell its .20 per cent direct 
sfeke in Frehch satelliteTV ser- 
vice TPS to two other French co- 
shareholders in the venture, Suez 
Lyannaise dies Eaux and M6. ?■ 

Page 21 . . . 

Prico WatertiouM, international 

fl/yn i in fancy fimy ahundnnwl a 

plan to take a si gnificant stake in 
Origin, a computer services sub- 
sidiary of Dutch electronics - 
group Philips. Page 17 

SocMt* OdnAndo, the French 
hank, agreed to buy US invest- 
ment h anking partnership Cowen 
& Company for 8540m in cash. 
Bage 20 

Monin tynoh, Goldman Sachs 
and Schroders have been 
appointed advisers by the Czech 
gover nm ent far the sale of its 
remaintog stakes in. three of • 
the country’s biggest banks. 
Page.18 


By Route Khatet In Baghdad, 
Marie Suzman in Washington and 
David Gardner in London 

United Nations secretary-general 
Kofi Annan yesterday achieved a 
diplomatic breakthrough which 
would allow UN weapons inspec- 
tors full access to Iraq's “presi- 
dential" sites. 

Following a three-hour meeting 
between Mr Annan and Iraqi 
President Saddam Hussein, Fred 
Ecfchard, Mr Annan 's spokesman, 
said there was an agreed text of a 
deal aimed at ending the standoff 
between Baghdad and the UN 
which would be signed today. 

Mr Ecbhard said the secretary- 
general expected to be able to sell 
any final agreement to the UN 
security council when he met the 
members on Tuesday. . 

However. Madeleine Albright, 
US secretary of state, warned yes- 
terday that It is possible that 
[Mr Annan] will come back with 
something we don’t like, in 
which case we will pursue our 
national interest”. 

The US was sceptical about the 
progress in the talks and empha- 
sised that it was continuing its 
military build-up in the Gulf, 
begun after Mr Saddam denied 


UN weapons inspectors access to 
eight “presidential” compounds 
including his palaces. 

Speaking on television yester- 
day. both William Cohen. US 
defence secretary, and Mrs 
Albright said they would con- 
sider a deal with Mr Saddam only 
if it provided “full, unfettered, 
unconditional access'* to the UN 
inspection teams charged with 
dismantling Iraq's weapons of 
mass destruction. 

Mrs Albright said the US would 
keep an open min d about any 
deal the secretary-general might 
reach and she stressed that there 
were no “artificial deadlines" for 
a military strike against Iraq. 

A UN official said yesterday 
that Mr Annan ha d consulted all 
five members of the security 
council, including the US, over 
the weekend and that he had the 
authority to conclude a deal. 

UN officials said the deal would 
maintain the principle of unfet- 
tered access to presidential sites 
but through a revamped Inspec- 
tions regime which takes account 
of Iraqi concerns over sover- 
eignty. It is assumed that the for- 
mula would include diplomats 
accompanying UN Inspectors 
while Mr Saddam's “palaces” 
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A US soldier yesterday guarding the area of the Kuwaiti army Ahmad al-Jaber airbase where Patriot 
missile launchers are placed to defend aircraft ready to carry out strikes ou Iraq nan run 


would be inspected more deli- 
cately than other buildings. 

The major sticking point Mr 
Annan discussed with Mr Sad- 
dam was Iraq's demand that 
inspections be completed within 
two months. By the time Mr 

Annan ram p out Of tha meeting 

in Baghdad's Republican palace, 
however, progress appeared to 
have been made on this. 

Britain sounded a conciliatory 
note yesterday when Robin Cook, 
UK foreign secretary, said sanc- 
tions against Iraq could be lifted 
soon if Mr Saddam reached an 


acceptable deal with Mr Annan. 
“If he really is willing this time 
to co-operate, that could be done 
in the fairly near future,” Mr 
Cook told the BBC. 

But as US and UK preparations 
for war proceeded, Arab opposi- 
tion to the threatened air strikes 
increased the growing tension 
throughout the Middle East 
In Jordan, the army sealed off 
the city of Maan after two days of 
pro-Iraqi rioting and the authori- 
ties hinted they may impose a 
state of emergency. 

In Abu Dhabi. Sheikh Zaid bin 


Sultan al-Nahayan, president of 
the United Arab Emirates, 
described US threats of military 
action as “bad and loathsome", 
and became the first Gulf Arab 
leader to say that Iraq does not 
pose a threat to its neighbours. 

And in Moscow Gennady Zyu- 
ganov. leader of the Communist 
Party, said Washington was 
behaving like “a drunken sheriff 
acting as judge, jury and execu- 
tioner”. Russia is firmly opposed 
to military action against Iraq. 

Iraq crisis. Page 3 


G8 takes up fight against unemployment 


PSMmnd Qlrt Brocart — . Dutch 
chemicals companies, are explor- 
ing ‘•possfofeforms of co-opera- :- 

ttein*, fn mmyi tq yvmhitin n nTa 

Fia2bn<$4bn>merga:. -Page- 20 


By Robert Taylor, Robert G hole 
and Wolfgang MQnchau 

An international programme to 
promote jobs and combat unem- 
ployment and social exclusion 
was agreed yesterday by the gov- 
ernments of eig ht of the world's 
most powerful economies. 

. ; It . is the first time such an 
international conference has 
sought to integrate economic and 
social policies to tackle unem- 
ployment. 

Finance and employment min- 
isters from the Ckoup of Seven 
leading industrial countries - 
plus Russia - said in London 
their new approach involves 
developing sound macroeconomic 
policies; structural reforms to 


labour, capital and product mar- 
kets ; and fostering entrepreneur- 
ship to help small and medium- 
sized enterprises. 

• “A new employment -agenda is 
vital against the background of 
intensified global competition 
and technological advances," said 
Gordon Brown, the UK chancel- 
lor who presided over the confer- 
ence. 

At the previous day's G7 meet- 
ing. Japan came under pressure 
to give its economy a further fis- 
cal boost Finance ministers and 
centra] bank governors from the 
G7 dismissed last week’s stimu- 
lus package as inadeq uate. 

In its communique, the G7 
stated bluntly. “In Japan, activity 
is low and the outlook is weak.” 


It added that the international 
Monetary Fund believed there 
was now a strong case for fiscal 
stimulus to support activity dur- 
ing 1998. 

Robert Rubin, the US Treasury 
secretary, urged Japan to do 
more to boost domestic demand, 
saying this would help the vic- 
tims of the Asian financial crisis, 
which was also on the agenda. 

Japanese officials said the IMF 
was particularly worried about 
the lack of stimulus in the second 
half of this year. But they 
insisted the impact of their 
recent fiscal measures bad been 
underestimated. 

"If they had been evaluated 
fully, they would not have been 
deemed insufficient," said Hikaro 


Matsunaga. the Japanese finance 
minister. He cited Y2,000bn 
($158bn) in special income tax 
cuts and the latest measures to 
stabilise Japan's financial 
system. 

In Japan yesterday. Koichi 
Kato. secretary-general of the rul- 
ing Liberal Democratic party, 
said the country was not now 
considering extra spending in the 
form of a supplementary budget 
but might take steps depending 
on economic conditions in April 
and May. 

Turning to the economies of 
the other G7 members, the com- 
munique noted that growth had 
been strong in the US. UK and 
Canada, but domestic inflation- 
ary pressures had been weaker 


than experience would have 
suggested. Their authorities 
promised to act if inflationary 
pressures surfaced. 

Meanwhile, growth in France. 
Germany and Italy was picking 
up and was increasingly driven 
by consumption and investment 
rather than exports. 

“While this recovery will help 
to create new jobs, reducing 
unemployment to acceptable lev- 
els in these countries on a sus- 
tainable basis will require imple- 
menting further significant 
structural reforms especially in 
the labour market but also else- 
where in the economy," the com- 
munique said. 

G7 reports, Page 4 


Parmalat issues first 
euro convertible bond 


This announcement appears as a matter of record only. 
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By Edward Luce in London 

Farinalat, one of Italy’s leading 
food producers, this weekend 
launched the first equity-linked 
contract denominated in euros, 
the future European single 
currency. 

The E252m convertible bond is 
expected to be followed by a 
wave of.enro issues in the nm-np 
to monetary union in Europe 
.next January. 

A convertible bond is debt that 
can be converted into the equity 
of the company which issues the 
bond if its share price rises 
above a preepecified ceffing. 

Hie convertible bond follows 
strong growth over the past year 
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of the euro-denominated debt 
market, which has recently 
exceeded E150hn in outstanding 
issues (if Eca-denominated bonds 
are included). 

Bankers say the debt market 
has grown faster than the equity 
market because there Is a more 
international market for bonds 
than shares. 

“Equity still tends to be very 
dominated by domestic stock 
markets,” said one analyst. 
“After Emu that will change.” 

Bankers say it is logical to 
tssne equity-linked bonds in 
euros In light of the near- 

Continned on Page 16 
The jumbo bond. Page 24 
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PolyGram Filmed Entertainment, Inc. 

a wholly-owned subsidiary of 

PolyGram N.V. 

has acquired 

Epic Pictures Enterprises, Inc. 

and other companies together comprising 
a 1,044 title library of film catalogs 
formerly owned by 

Consortium de Realisation 


The undersigned acted as the financial advisor to 
PolyGram in the above transaction. 
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Sodete Generale Bannon, L.L.C. 


FT.com: the FT web site provides updated news and an updated 
archive of back articles at http://wwwJPT.com 
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NEWS: INTERNATIONAL 


EU accession raises visa worry in east 


E Europeans face travel restrictions once Hungary and Poland join Union, says Anatol Lieven 


Eastern European countries are 
afraid that trade and contacts in 
the region will be bit by rules on 
travel which will come into force 
in Poland and Hungary when the 
two countries join the European 
Union. 

At present, it is possible to travel 

without a visa between the two 
states and some eastern European 
countries which are also not mem- 
bers of the EU. This will not be 
possible under the so-called Schen- 
gen rules, which will apply to 
Poland and Hungary when the two 
countries join the EU. 

Speaking last week at a confer- 
ence in Kiev organised by the Insti- 
tute for East-West Studies, ambas- 
sador Sergiu Celac of Romania 
said: "Schengen may create a more 
effective dividing line than any- 
thing seen since the cold war." 


Romania, Ukraine and Belarus 
are likely to be especially badly 
affected. Last year Poland, under 
pressure from the EU. introduced a 
visa regime with Belarus, sparking 
demonstrations by tens of thou- 
sands of Polish and Belarusan trad- 
ers. Poland still has a visa-free 

arrangement with Ukraine, but 
this will have to change when 
Poland joins the Union. 

A senior European Commission 
official stressed that the terms of 
Schengen were not negotiable. “In 
the Treaty of Amsterdam, there is 
a requirement that new applicants 
take on Schengen in its entirety, 
and several present EU members 
will insist on that." He pointed out 
that border control issues were pre- 
rogatives of national governments, 
so that requests for changes would 
mean “going to talk with the Ger- 


man interior minister”. 

Polish and Hungarian officials 
are also expressing concern about 
the likely results of their accession 
to the EU. Poland regards the sta- 
bility of Ukraine as a vital national 
interest and has put much effort 
into developing trade links. Hun- 
gary is worried that Schengen 
rules will create a new barrier 
between Hungary and the large 
Hungarian minorities in Romania, 
Slovakia and other states which 
are not likely to enter the EU for a 
considerable time. 

Mr Celac fears this may lead 
Hungary to introduce special visa 
rules favouring ethnic Hungarians, 
threatening ethnic harmony in 
Romania. He said: “This is a dan- 
ger whicb should be taken seri- 
ously at the level of the Union as a 
whole, because telling us to go and 


talk to the interior minister of Bav- 
aria or wherever is not the kind of 
answer we expect from friends and 
allies/’ 

But Polish and Hungarian repre- 
sentatives say that they .do not 
expect to have much room for man-, 
oeuvre on this issue when they 
negotiate the terms of their mem- 
bership with the EU. 

“If we try to negotiate over this, 
the Spanish and others will use it 
to delay our entry or force us into 
second-class membership,” said 
Prof Antoni Kaminski of the Polish 
Institute of Political Studies. 

“So we will have to be more 
Catholic than the Pope over this 
question." 

However, Prof Kaminski said 
that there was room for some flexi- 
bility within Schengen. Long-term, 
multi-entry visas . could be 


arranged for legitimate traders and 
people with family links, in coun- 
tries covered by the rules. 

Other experts said that in the 
years before Poland and Hungary 
join, the EU must help to improve 
border supervision .in the two 
countries. 

“We’ve got It backwards.” said 
Timothy Snyder of Harvard Uni- 
versity. 

“It is foolish to ask the present 
badly paid handful of Polish border 
guards to lighten Poland's eastern 
border." 

EU members -also needed to 
improve and coordinate their own 
visa services to make the applica- 
tion process less humiliating, 
according to Mr Celac. He said: 
“People should be able to see west- 
ern consulates- as a service, not a 
kind of Gestapo.” 



Reformed Lithuania now 


ready to join, says PM 


By John Thornhill 
and Matq] Vipotnik 


Chirac (left), Kwasniewski and Kohl bow their heads while reviewing a guard of honour 


outside Poznan’s city hall 


Chirac and Kohl back 


early Polish membership 


By Christopher Bobinski 
in Warsaw 


Poland's drive for early 
membership of the Euro- 
pean Union received a pow- 
erful boost at the weekend 
from Jacques Chirac, the 
French president, and Hel- 
mut Kohl, the German chan- 
cellor, at a tripartite summit 
in the western Polish city of 
Poznan. 

The support from France 
and Germany strengthens 
Poland’s position prior to 
the start in six weeks of 
talks with Brussels over 
membership. The European 
Commission had signalled 
that Poland might not be 
able to join until the middle 
of the next decade. 

The meeting was the first 
summit of the three coun- 
tries. Meetings at ministe- 
rial level have been held 
since 1991, when the three 
foreign ministers met for 
the first time at Weimar in 
Germany to initiate a pro- 
cess which has become 
known at the “Weimar tri- 
angle”. Yesterday Aleksan- 
der Kwasniewski, the Polish 


president, said the “Wei- 
mar” meetings had helped 
facilitate Poland’s progress 
towards EU membership. 

Mr Chirac said the 15 
member states of the EU 
wanted Poland to join as 
soon as possible. Before 
arriving in Poland, he had 
said the EU should atm to 
allow Poland to join in 2000. 

Mr Chirac added that 
early Polish membership of 
the North Atlantic Treaty 
Organisation was also a pri- 
ority. Poland's application 
for Nato membership is in 
the process of being ratified 
hy the parliaments of the 16 
member countries. 

Mr Kohl echoed the 
French president when he 
said: “Poland should find 
itself inside Nato and of 
course the EU as soon as 
possible.” 

He appealed to the Poles 
to make the economic and 
social adjustments neces- 
sary for EU membership. 
They had to change their 
mentality and drop habits 
acquired in their communist 
past. 

Neither Mr Kohl nor Mr 


Chirac went as far as mak- 
ing concrete promisee of 
funds to help finance the 
changes that Poland would 
have to make to quality. Mr 
Kohl merely said that both 
France and Germany were 
ready to provide “support 
within a framework of the 
Poles supporting them- 
selves". 

Mr Chirac said Germany, 
France and Poland would 
play a role in building the 
“Europe of the future”, 
implying that Poland, once 
inside the EU, would serve 
to maintain contacts with 
the eastern and central 
European countries still 
waiting to join. 

Mr Kohl and Mr Chirac 
will next month meet Boris 
Yeltsin, the Russian presi- 
dent in an attempt to initi- 
ate a similar triangular 
arrangement 

However. Mr Kohl sig- 
nalled to his audience in 
Poznan that Germany and 
France would not enter into 
an agreement with Russia 
which harmed Polish inter- 
ests. 

Editorial comment. Page 15 


Lithuania’s foreign minister 
will today try to convince 
his counterparts from the 15 
European union states that 
the country should be 
allowed to join the EU as 
soon as possible. 

Disappointed by its exclu- 
sion from the shortlist of six 
applicant countries put on 
the “fast track" to EU mem- 
bership at the Luxembourg 
s ummi t las t year, Lith uania 

has since been scrambling to 
reform its economy and har- 
monise its laws to European 
s tandar ds 

Lithuania thinks those 
efforts will allow it to make 
a convincing case in the for- 
eign ministers’ meeting 
today. In an interview with 
the Financial Times, Gedimi- 
nas Vagnorius, prime minis- 
ter, said it was now ready to 
join the EU: “If the same cri- 
teria and the same require- 
ments are applied to us as to 
the countries in the first 
wave, then we think that we 
have even better chances 
than some of those countries 
[to enter the EU soon].” 

Mr Vagnorius said the 
election of Valdas Adamkus 
as president would give fur- 
ther impetus to the coun- 
try's reform effort and 
strengthen its chances of 
gaining early admission to 
the EU. Mr Adamkus, a 71- 
year-old American-Lithua- 
nian who strongly supports 
Lithuania's re-integration 
with western Europe and 
entry into the EU and the 
North Atlantic Treaty 
Organisation (Nato), last 
month scored a narrow vic- 
tory in the presidential elec- 
tions. “I personally believe 
that there are two major for- 
eign policy issues: to make 
sure than Lithuania will 
become a member of the EU 
and Nato," he said in an 
interview. 

On entering office later 
this week, Mr Adamkus 
finds an economy which has 
been making great strides to 
catch up with the other two 
Baltic states, Latvia and 


Estonia. While its northern 
neighbours embraced the 
free market In the aftermath 
of Independence from the 
Soviet Union in 1991. Lithua- 
nia lost time in deciding how 
fast reform should proceed 
as alternating governments 
of ex-communists and con- 
servatives half-heartedly lib- 
eralised the economy. 

While the powers of his 
office are limited, Mr 
Adamk us has been arguing 
that the scope of the presi- 
dency should be extended in 
domestic policy. He appears 
determined to cut back 
bureaucracy by reducing the 
number of ministries from 17 
to 1 L He is considering 
appointing one of Lithua- 
nia's leading free-market 
advocates to the post of eco- 
nomic adviser. 

With reforms now under 
way, Lithuania’s economy 
grew 6 per cent last year, 
and a report published by 
the European Commission 
last autumn forecast that 
the country of 8.7m was 
likely to have higher rates of 
economic growth over the 
next two years than any of 
the other nine applicant 
countries in central Europe. 
“If the current prudence on 
the fiscal side is maintained 
the economy should con- 
tinue to grow,” said Adalbert 
KnObL the International 
Monetary Fund's resident 
representative. 



Vagnorius: moving quickly 


Mr Kndbl added: “Signifi- 
cant amounts - of foreign 
direct investments are now 
for the first time flowing 
into the country” • 

But foreign investment 
and faster economic growth 
are still hampered by opaque 
regulations and a sprawling 
bureaucracy, foreign inves- 
tors say. The rules are 
hardly attuned to the needs 
of a free-market economy. 

In his State of the Nation 
report to parliament last 
week, Lithuania's outgoing 
president, Algirdas -Brazaus- 
kas. echoed the concern of 
the European Commission 
when he complained about 
the slow pace of privatisa- 
tion. He said the ministries 
were hindering the privatisa- 
tion of state-owned compa- 
nies. To grapple with obsta- 
cles to reform, Mr Adamkus 
ham argued that the limited 
powers of the presidency 
should be extended in 
domestic policy. 

Mr Vagnorius said his gov- 
ernment was moving to. 
address these and. other 
shortcomings identified by 
the European Commission in 
order to qualify for EU mem- 
bership as early as possible. 
The government had 
renewed the legal framework 
for business and pressed 
ahead with the privatisation 
of several large state-owned 
companies. 

Privatisation has slowly 
been gaining momentum. A 
portion of the state banking 
sector should be privatised 
by the end of this year, while 
negotiations are under way 
to sell Lithuanian Telecom,'.' 
the state-owned monopoly, 
to a foreign investor in the 
coming months. 

Mr Vagnorius hoped that 
the EU would be impressed 
by the pace of economic 
change in Lithuania. “We 
will not be discouraged even 
if we feel that there is some 
discrimination against us," 
he said. 

“We will move so quickly 
that the European Commis- 
sion will find it very uncom- 
fortable not to invite us to. 
join.” 


EU states criticised over sales promotion curbs 


By Emma Tucker in Brussels 


Direct marketing 

associations want pressure 
applied to European Union 
states which place limita- 
tions on companies that 
want to promote sales 
through schemes such as 
loyalty cards, sweepstakes 
and gifts. 

The Federation of Euro- 
pean Direct Marketing 
(Fedma) says variations 
among national laws mean 
companies cannot offer the 
same sales promotion cam- 


paigns across the EU. but 
have to invest heavily in 
local and national legal 
advice to avoid difficulties. 

“Sales promotion regula- 
tions vary so widely in the 
EU that they constitute a 
serious distortion to 
intra-EU trade." the associa- 
tion said. 

Germany, which has par- 
ticularly restrictive laws 
against sales promotions, is 
Fedma's chief target. The 
federation believes the Euro- 
pean Commission has failed 
to act on complaints brought 


against Germany because of 
political pressure from 
inside the Commission. 

One complaint involves a 
record dub owned by Poly- 
gram. whose introductory 
“three for the price of two" 
offer fell foul of German 
restrictions. The club moved 
to the Netherlands hut was 
still unable to send mail 
shots to German consumers. 

American Express and a 
company called Ainniles 
International have also com- 
plained about discrimination 
because they are not allowed 


to offer airmiles schemes. 
The cases have been before 
the Commission for over 
four years. 

Separately, Brussels is 
expected to adopt a general 
position on direct marketing 
over the oext few weeks. 
This is likely to suggest set- 
ting up a committee of gov- 
ernment experts to study 
cases where national regula- 
tions distort the single mar- 
ket, and to assess whether 
the rules are justified. 

II the rules are found to be 
a barrier to the single mar- 


ket. the Commission would 
put pressure on the member 
state and could ultimately 
take court action. 

Brussels has shied away 
from harmonising legisla- 
tion, as the regulations and 
their legal basis vary so 
greatly from country to 
country. 

Germany and Luxembourg 
have the most restrictive 
laws against sales promo- 
tions. In Germany compa- 
nies are prohibited from 
“creating exaggerated attrac- 
tion" when offering gifts. 


This Includes a definition of 
the monetary value of a gift 
(DM7. or $3.90). : 

The use of lotteries, sweep- 
stakes and games of chance 
to promote sales is also com- 
plicated by differing laws. In 
the UK. such techniques are 
considered to be a form of 
gambling and are heavily 
regulated. - 

In Italy, the finance minis- 
try must give permission for 
any premiums . which offer 
money or for loyalty 
schemes such as . the award- 
ing of airmiles. 
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Yugoslav leader may gain from backing the Bosnian Serb moderates 


US planning reward for Milosevic 


By David Buchan 
in Washington 


minister. Milorad 


In a shift in policy towards 
the Balkans, the US is mov- 
ing to reward Slobodan Mil- 
osevic. the Yugoslav presi- 
dent. for his support of the 
new- moderate Bosnian Serb 
government. 

However, the US will not 
go as far as lifting the main 
international sanctions on 
the rump Yugoslav state. 

Robert Gelbard. the special 
US envoy on the Balkans, is 
due to see Mr Milosevic in 
Belgrade today. In an inter- 
view before he left Washing- 
ton, Mr Gelbard said the US 
was “clearly signalling" its 
appreciation of Mr Milos- 
evic's support for the Bos- 
nian Serb government of the 


prime 
Dodik. 

Mr Gelbard added that he 
would discuss concrete 
forms this appreciation 
might take in today's meet- 
ing, though he refused to 
give details. 

The Gelbard mission to 
Belgrade follows Mr Dodlk's 
highly successful visit to 
Washington late last week. 
After meeting the new Bos- 
nian Serb premier on Friday, 
Madeleine Albright, the sec- 
retary of state, called him “a 
breath of fresh air", and 
promised him an immediate 
$5m in balance of payments 
support. 

Mr Gelbard forecast the 
US would this year give the 
Republika Srpska (RS) - the 
Serb component of the Bos- 


nia -Hercegovina federation 
proposed under the 1995 
Dayton peace accords - 
S50m in Infrastructure assis- 
tance as well as food aid. Mr 
Dodik also discussed new 
project aid with the World 
Bank. 

US officials say the pros- 
pects of Bosnia as a whole 
getting a S60m structural 
adjustment loan from the 
World Bank and a S90m 
standby credit from the 
International Monetary 
Fund now depend in part on 
the Moslem-Croat compo- 
nent of the state showing 
greater financial transpar- 
ency. 

This is a significant shift 
for Washington, which has 
hitherto been the main for- 
eign champion of the Mos- 


lem-Croat joint entity inside 
Bosnia. 

Mrs Albright endorsed Mr 
Dodik's desire for the repub- 
lic of Croatia to unseal Its 
border with the RS. Wash- 
ington will now try to press 

Zagreb into restoring trade 

links with the Bosnian 
Serbs. 

For his part. Mr Dodik was 
said to be ready to work 
with the US in persuading 
more indicted Bosnia Serb 
war criminals to surrender 
themselves for trial at the 
tribunal in The Hague, as 
two did last weekend. 

US officials hope that one 
day they can persuade. Mr 
Milosevic to orchestrate sim- 
ilar voluntary surrenders 
inside Serbia. For the 
moment though, they see no 


sign that he is ready to hand 
over the three - Yugoslav 
army officers indicted by 
The Hague. They complain 
that General Ratko Mladic, 
the Bosnian Serb war -com- 
mander, one of the most 
wanted war crimes suspects, 
has now taken refuge inside 
Ser b ia . 

The US still believes the 
"outer wall of sanctions” 
should remain around Yugo- 
slavia, barring it from , the 
United Nations and from 
IMF and World Bank money. 
It envisages- the sanctions 
remaining .until Belgrade 
settles outstanding debt and 
asset issues, improves 
human rights and, .above all, 
embarks on a. dialogue with 
the Albanian, majority in its 
Kosovo province.- 


NEWS DIGEST 




being disbanded 


Turkish authorities have begun disbanding tbe 
pro-Islamist- Welfare party, after , the country's cons tit u- 
court published in -the official gazette the text of its 
ruling last month that closed down Turkey’s biggest party 

for agitating against the secular order 

Netanettto Erbakan, 71. the party's leader, and four 
other Welfare members now lose their seats in parliament 
and begin a five-year han unpolitical office. The treasury 
will take overthe party's' assets-' Welfare's 147 MP3, who 
form the largest bloc in parliament, wifi sit as indepen- 
dents- Mr Erbakan and other party officials may now face 
further charges for sedition and contempt of court- 
. Mr Erbakan has said Welfare will appeal to the Euro- 
pean Court of Human Ri ghts, although the constitutional 

-court’s president said last year tii^Turkery : would not 
recognise its ruling on this case.. John Barham. Ankara 


OIL REPORT 


Threat to profitability 


Demand for refined off products is growing stead ily bu t 
the profitability of oil refining fa threatened^ environ- 
mental concerns, excess capacity and increased competi- 
tion. the International Labour Organisation says in a 
report published today*. - 

. The world's lm oil workers, who traditionally have had 
high er pay and better working conditions than many 
other workers, also face job losses due to new technology 
and the global move. to privatisation. 

The report, produced far an ILO meeting this week of 
gri TO wiTTwwit^ trade unions and employers from 19 coun- 
tries, says eastern Europe and Latin America will be 
worst affected by changes. Frances Williams, Geneva 
* Employment and industrial relations issues in oil refin- 
ing. Available from ILO publications, CH-1211 Geneva 22, 
SPrl7.50. 


‘POISON 1 ARRESTS 


: Anthrax 5 deemed harmless 


The vials of suspected anthrax seized last week from two 
Nevada men who were later arrested contain a harmless . 
veterinary vaccine that is no threat to people, laboratory 
tests have shown. . 

Army scientists said the vaccine could not be converted 
into harmful “military -grade" anthrax and used as a 
weapon- “There is no reason for anyone to be concerned 
about contaminants,” an FBI agent said. 

- There had been tears that the two were planning a ter- 
rorist attack using the poison, possibly in. New York. 

One of the two suspects was released following the 
tests, but Larry Wayne Harris, a microbiologist who has 
previously been convicted of fraudulently obtaining 
bubonic plague, remained in custody pending. a formal 
hearing today. Mark .Suzman, Washington 


I-RUSS1A-UKRAINE 


Ten-year economic pact 


Economic ties, between Russia and Ukraine are set to 
ti ghten further this week when a 10 -year economic agree- 
ment is signed in Moscow at talks between Leonid 
Kuchma. Ukraine's president, and Boris Yeltsin. Russia's 
president ... 

As a result of the agreement, trade between the two 
countries should grow 22 times by 2007. according to Vic- 
tor Chernomyrdin. Russia’s prime minister, who was in 
Kiev on Friday to initial -the agreement 

Details of the agreement are sketchy, though it fa said 
to indude the framework for co-operation between several 
Russian and Ukrainian factories. . . Charles Clover, Kiev 
Emerging markets: Boyer is king In Ukraine, Page 24 


INDIA 


Uttar Pradesh rulers sacked 


The second voting day in India's elections was overshad- 
owed yesterday by a row oyer the surprise weekend dis- 
missal of a Bharatiya Janata Party-led state government, 
a move which prompted AtaJ Bihari Vajpayee, BJP prime 
ministerial candidate, to declare a “fast unto death” in 
protest 

Voting was largely peaceful in the 183 of India's 543 con- 
stituencies which have potted, though reports of shootings 
and other violence again emerged from northern Bihar 
state, taking the death toll in the state to 24 since the first 
round of voting on February 16. 

But the political focus lay in Delhi and Uttar Pradesh 
state, India's most populous, after the dismissal late on 
Saturday of the state’s BJP government hy Romesh Ban- 
dari. the state’s governor. Mr Bandar! dismissed the four- 
month-old government after rival parties claimed the BJP 
no longer enjoyed a majority in the state’s 426-seat house. 

The move sparked Immediate protests from the BJP. 
whose president, Lai Krisna Advani, met KJL Narayanan, 
India's president, yesterday to urge the dismi.«fll of the 
UP governor. Mark Nicholson, Madras 


SLOVAKIAN PRESIDENCY 


Referendum to be rerun 


President Michal Kovac has announced a re-run of a refer- 
endum to have-the Slovak president directly elected, as 
two more candidates set about , the hopeless task of win- 
ning the support Of tiiree fifths Of pa rliament 

Mr Kovac backed a referendum last May to avoid a con- 
stitutional vacuum when he steps down on March 2 but 
the interior ministry removed the question from ballot 
papers. The constitutional court said last week the minis- 
try had acted unlawfully. 

Earlier this month a first attempt to elect a president 
failed. On Friday two candidates - Ladislav Ballek and 
Mian Fogas - were nominated for a second attempt on 
March S but neither is likely, to win because the ruling 
party of foe prime minister, Vladimir Meciar, has a block- 
ing vote in parliament. 

Mr Meciar, who is trailing the opposition in opinion 
polls with elections due M September, fa reported to be 
considering standing himself in a future round, but he 
needs the support of some opposition deputies. If no presi- 
dent is elected by the time his longtime foe, Mr Kovac, 
steps down, Mr Meciar will in any case take over most of 
his powers. Robert Anderson. Prague 


GERMAM-PAY 


Kohl calls for flexible deals 


German Chancellor Helmut Kohl said yesterday he sup- 
ported greater flexibility in wage agreements, as he 
en tered t he controversial debate about how to get the 
country’s record number of unemployed back to work, 

Mr Kohl, who seeks re-election fora fifth consecutive 
term In September, ruled out being part of a grand coall- 
tion between, his Christian Democratic Union and opposi- 
tion Social Democratic party should the election prove 
inconclusive, th an interview with German television 
JJ™ 11 ® 1 Kcibl said he was confident of winning 

the general election with a higher vote than he didfour 
years ago. - 

Mr KoM said u^mildoymeijt^ had reached Its peak in 
but remained a severe problem in the 

country s labour Unions and employer organisa- 

tions-, notthe government to strike more flexible JnST 
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NEWS: THE IRAQ CRISIS 


Jordan may declare state of emergency 



Tough response to pro-Iraq demonstrations 


city ctf Maan. in which one 
person was killed, have little 
to do with Palestinians, or 
for that matter, the Israeli- 
Palestinian conflict. The 
causes are partly economic 
and partly tribal. 

Maan is about 250 km 
south of Amman, the Jorda- 
nian capital. Most of the 
40.000-strong population is 
Bedouin with strong clan 
links with Saudi Arabia. The 
unemployment rate is high, 
infrastructure is poor and, as 
International Monetary 
Fond-backed structural 
reforms bite, the plight of 
the less well-off deteriorates. 

The protests at Maan high- 
lighted some of those frus- 
trations, doubly embarrass- 
ing for King Hussein since 
the Bedouins have been pro- 
moted during his reign and 
this is the second time in 19 
months that Bedouin-in- 
spired riots have pushed the 


regime to introduce harsh 
security measures. 

Jordanian officials yester- 
day said the king could not 
take any risks, as refugees 
start crossing the border 
from Iraq, and aid agencies 
are preparing for the worst if 
the US bombs Iraq. Jordan 
said it would close its border 
to refugees but the long bor- 
der. notorious for smuggling, 
is impossible to make water- 
tight. 

“If the stability of our 
country is jeopardised, we 
would consider taking those 
measures necessary to pro- 
tect our stability." an official 
said, confirming remarks by 
Abdul Salam al-Majali. 
prime minis ter, who yester- 
day said Jordan might have 
to declare a state of emer- 
gency if hostilities broke out 
in the Gulf. 

Judy Dempsey 


protester in Maan . Jordan, yesterday holds a tear-gas gun 
seized from police in earlier pro-Iraq demonstrations 


Jordan yesterday responded 
firmly after a weekend of 
pro-Iraq demonstrations, 
hinting that it might intro- 
duce a state of emergency. 

A clam pd own was also 
. enforced in the West Bank 
where, further protests 
prompted the Palestinian 
Authority (PA) to close sev- 
eral private television sta- 
tions. - 

However, the tough action 
by King Hussein of Jordan 
and Yassir Arafat, PA presi- 
dent. in continuing to oppose 
the protests, reflects the dif- 
ficult balancing act they lace 
in their efforts not to alien- 
ate either US or Arab sup- 
,port 

King Hussein rebuilt 
fences with the west after he 
refused to support the US-led 
coalition against Iraq during 
the 1991 Gulf war. Mr Arafat, 
who sided with President 
Saddam Hussein, was 


recently told by the US State 
Department to curb pro-Iraq 
protests in which youths 
burned US and Israeli flags. 

Some of those demonstra- 
tions have been organised by 
Fatah, Mr Arafat's dominant 
faction within the Palestine 
Liberation Organisation. 

Palest inians increasingly 
resent what they see as 
inconsistent US policy which 
demands that Iraq comply 
with United Nations resolu- 
tions. They believe Washing- 
ton turns a blind eye to 
Israel’s disregard of any UN 
resolutions. Mr Arafat, for 
the moment, feels he cannot 
alienate Washington. 

But the demonstrations in 
the West Bank and Jordan at 
the weekend were far from 
similar, even though 60 per 
cent of Jordan's population 
is of Palestinian origin. 

The clashes which 
occurred in the Jordanian 



warlords seek an uneasy truce 


By John Barham, in Ankara 

The Kurdish warlords who 
control northern Iraq are 
abandoning, if only tempo- 
rarily, their violent struggle 
for supremacy in the enclave 
in the face of attack by Iraqi 
government forces in the 
south and intervention by 
Turkey in the north. 

Representatives of the 
Kurdistan Democratic party 
(KDP) and Patriotic Union of 
Kurdistan (PUK), which 
have fought each other 
mtermittently since wrest- 
ing the region from Bagh- 
dad's control in the after- 
math of the Gulf war. last 
week held a second round of 
peace talks. 

For four hours, delegates 
discussed -confidence-build- 
ing measures, such as 
improving electricity sup- 
plies and easing movement 
of civilians across the front 
line that divides the region. . 

President Saddam Hussein 
attempted to destroy the 
Kurdish peshmerga guerril- 
las as they rose up in revolt 
in 1991 after the Gulf war. 

The fighting drove 1m ref- 


ugees into the mountains, 
where many froze to death 
as- they fled to Turkey. 

- International intervention 
led by the US and UK 
stopped Iraq's offensive by 
establishing a no-fly zone in 
northern Iraq and creating 
"safe havens" there for the 
Kurds. . - T 

Although' both Kurdish 
groups have fought Baghdad 

- and each other - . for 
decades, they never lost con- 
tact with Mr Saddam. 

In September 1996, the 
KDP allied . with' Iraqi gov- 
ernment, forces to dislodge 
PUK peshmerga from - the 
region’s capital Arbil. 

- That led to a brief US mis- 
sile attack on targets in 
southern Iraq. The fighting 
soon .stopped. Iraqi troops 
w i thdrew, after agents of the 
Muhabarat secret service 
executed Irttqi Arab rebels of 
the US-backed Iraqi National 
Congress based in the Kurd- 
ish north. 

Now Turkey is becoming 
even more closely involved 
in northern Iraq. It has mob- 
ilised thousands of troops 
: along its 240km border .with 


the region to prevent an 
influx of refugees and, possi- 
bly, to prevent any change 
in the regional balance of 
power. 

Bfilent Ecevit, Turkish 
deputy, prime minister, 
rejected pleas from the 
United Nations High Com- 
missioner for Refugees for 
Turkey to keep its borders 
open. 

“It is impossible for us to 
let them in," he said. “But 
there is no need for concern. 
Turkey has the capability to 
protect them from across its 
borders.** 

The Turkish Red Crescent, 
working with the military, 
has stocks of food and tents 
for 100,000 people, which 
they would send to refugees 
on the Iraq side of the fron- 
tier. 

Ankara has forged an 
uneasy alliance with Mullah 
Mustafa . Barzani’s KDP 
which controls the northern 
section of the Kurdish 
enclave along the frontier 
with Turkey. 

In exchange for Turkish 
• finan cial, military and logis- 
tic support, his peshmerga 


are expected to prevent infil- 
tration of their territory by 
guerrillas of the Kurdistan 
Workers party (PKK), who 
are waging a war which has 
lasted 13 years in Turkey's 
mainly Kurdish south-east- 
ern region. 

Turkish forces regularly 
cross into Iraq to pound 
areas suspected of harbour- 
ing PKK fighters, forcing the 
guerrillas to retreat to 
mountain areas. 

Turkey now maintains a 
permanent military presence 
in the area. Turkish officials 
often state they want to 
establish a 10 km- 15 km- 
deep cordon sanitaire inside 
Iraq to prevent attacks by 
the PKK, only to backtrack 
in the face of angry protests 
from Baghdad and other 
Arab capitals. 

Many Turkish politicians, 
including Mr Ecevit suspect 
the enclave is the precursor 
of a fully-fledged western- 
backed Kurdish state that 
would claim a large portion 
of Turkey’s territory in the 
south-east 

However, a week ago. 
Tony Blair, British prime 
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minister, called Mesut Yil- 
maz. his Turkish counter- 
part during a session of the 
Turkish cabinet to deny for- 
mally that London supports 
a Kurdish state. 

Still. Ankara says it would 
not allow British and US air- 
craft based at the Indrlik 
airbase to enforce the no-fly 
zone over northern Iraq to 
launch bombing attacks 
against Iraq. 


However, Nuzhet Kande- 
mir, Turkey's ambassador to 
Washington, said last week 
that parliament could 
approve within 24 hours a 
US request to launch air 
raids from Turkey. 

He also said Turkey would 
consider any request from 
Israel, its close ally, to over- 
fly Turkish soil to retaliate 
against Iraqi missDe attacks 
on Israel. 


Uncertainty 

hits business 
in the Gulf 


By Robin AHen in Dubai 

The Iraq crisis has injected 
an additional element of 
uncertainty into Gulf busi- 
ness, already hit by falling 
oil prices and turmoil in 
Asian countries, which are 
both customers and finan- 
ciers for much of the 
region's trade. 

Container lines and ship- 
ping companies which oper- 
ate feeder services into the 
Gulf are reported to be con- 
sidering applying higher 
rates in anticipation of an 
insurance surcharge if the 
US mounts an air strike 
against Iraq. 

“As yet, rates for cargo are 
unchanged," one Gulf 
insurer said yesterday. “But 
underwriters have given 30 
days' notice of a change in 
hull and machinery rates, 
which are likely to go up in 
the event of any hostilities." 

Yet the UN stand-off with 
Iraq is the least important of 
several factors, both shart- 
and longer-term, affecting 
the scale of investments in 
the wider Gulf area. 

Other disincentives with 
more lasting implications 
are the rising cost of office 
accommodation and daily 
living, and heavy-handed 
bureaucracy. In addition to 
these factors is “the bigger, 
indirect effect from the tur- 
moil in Asia, which has 
changed the whole attitude 
to investment in emerging 
markets everywhere." said 
Kevin Taecker, chief econo- 
mist at Saudi-American 
Bank in Riyadh. 

Other Saudi-based bankers 
say the government's delay 
in announcing its invest- 
ment law. which is expected 
to introduce more incentives 
to private sector foreign 
investors but which is not 
due out until next year, is 
also a greater deterrent than 
the immediate threat posed 
by Iraq. 

“There has been no with- 
drawal of funds from the 
area." said Christopher Pow- 
ell, regional manager of 
Netherlands merchant bank- 


ers MeesPierson. Western 
fund managers who run unit 
trusts and other “opportu- 
nity” funds report no rush to 
sell out of the few Gulf funds 
that exist. This could change 
quickly if. as many fear, US- 
led bombing leads to more, 
not less. Iraqi defiance of the 
LIN. and inflames popular 
opinion in the wider region. 

“A US-led assault is the 
last thing we need at the 
moment." said Abdul-Aziz al- 
Dukheil. chairman of the 
Riyadh-based Consulting 
Centre for Finance & Invest- 
ment. “We are not sure that 
bombing or striking Iraq is 
going to eliminate or minim - 
Ise the problem.” 

Hotels in Abu Dhabi and 
Dubai, the two richest of the 
states comprising the United 
Arab Emirates (UAE), report 
a “sudden" fall of up to 50 
per cent in hotel occupancy. 
Retail businesses which 
depend on German and Rus- 
sian tourists report “a signif- 
icant drop” in business. 

In the last week regional 
stock markets in Bahrain. 
Kuwait. Oman, and Saudi 
Arabia have fallen off by 
between one and three per 
cent on top of downward 
movements the previous 
week. However, profit-taking 
after last year's buoyant per- 
formance and lack of confi- 
dence from falling oil prices 
are as much blamed as the 
Iraq crisis. 

“How a bank or investor 
reacts to the Iraq crisis,” 
said Abdul-Aziz al-Ghurair, 
chief executive of Dubai’s 
MashreqBank. which has 
just reported record earnings 
for last year, “depends on 
whether your interest is 
short- or long-term. 

“We have 60 per cent of 
global oil reserves in this 
area. We have lived through 
two regional ware in the last 
16 years, and they had no 
impact on the long term. 
This crisis cannot be worse 
than the last Gulf war in 
1990-91, since when we have 
had sustained growth." 
Many Gulf Arab and western 
bankers agree with him. 





Dcgussa on Investor Relations 


Find out what we are worth - at 
your local newsstand! 


People who purchase shares 
in a company invest more than 
money. They invest crust. 

That’s why Dcgussa share- 
holders bank on a corporate 
policy char actively maximizes 
growth potential. 

By concentrating on our core 

business, further internationaliz- 
ing our production network and 
expanding our global marketing 
organization, we consistently deli- 
ver shareholder value. 

Because each of these initiat- 
ives makes us sriil more compe- 
tent for our customers. 


For the same reason, we 
invest in research and develop- 
ment, new products and new 
markets, as well as the training 
and ongoing develop men r of 
our most valuable asset; 
Degussa employees Throughout 
the world. 

We regularly report to our 
shareholders on these activities. 
Investors, however, are also 
interested in knowing how- 
industry experts and analysts 
evaluate Dcgussa. And this 
assessment you can read in 
black-and-white. Daily. 


For Degussa, it all began with 
gold and silver. Today we shine 
in many more fields. 

http:ZAivww.degussa.de 
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Export credit agencies give pledge 


By Robert Chote, 

Economics Editor 

Export credit agencies from 
the Group of Seven leading 
industrial countries said at 
the weekend that they would 
extend support to tbe vic- 
tims of Asia's financial cri- 
sis. but without saying how 
much trade insurance would 
be made available. 

The G7 agencies promised 
to "continue provision of. 
and where appropriate 
extend, short-term insur- 
ance. guarantees and rein- 
surance to creditworthy buy- 
ers in the region". At a 
meeting in London on Fri- 
day, their initiative was sup- 
ported by agencies from 
another 12 countries. 

The only agency to quan- 
tify its support was the US 
Export-Import Bank. James 
Harmon, Exim B ank presi- 
dent. said short-term support 
for Thailand was already 
being raised from S50m to 
$750m - and under the right 


conditions this would climb 
to $!bn. 

“I would recommend to 
the board that, under the 
appropriate circumstances, 
we do the same for Korea 
and Indonesia." he added. 

Mr Harmon said the S3bn 
extended to these countries 
might be turned over rela- 
tively quickly so that it 

could support exports worth 
$l2bn. In 1996 and 1997 the 
G7 agencies supported SISbn 

in short-term credits to 
Korea. Indonesia and Thai- 
land together. Last week offi- 
cials in Tokyo predicted that 
Friday’s meeting would pro- 
duce pledges of S10bn-$15bn 
in credits. 

Short-term credits are 
regarded as vital if trade is 
to continue flowing in these 
countries. Businesses have 
been hit bard by an inability 
to obtain letters of credit 
from banks in the crisis- 
affected countries, which are 
undercapitalised and 
wejghed down by bad loans. 


Jobs agenda 
welcomed by 
trade unions 


By Robert Taylor, 
Employment Editor 

The new jobs agenda 
adopted at the Group of 
Eight “jobs summit" at the 
weekend has been widely 
welcomed by international 
trade unions. 

Union leaders said tbe 
final communique was a rec- 
ognition by G8 leaders - the 
G7 plus Russia - that trade 
unions and employers bad to 
be included in a global 
employment and growth 
strategy. 

What was agreed came 
close to the initial manifesto 
set out by the trade unions 
at the Organisation for Eco- 
nomic Co-operation and 
Development. 

The key commitment was 
to recognise "the important 
contribution made by inter- 
national trade in expanding 
earnings and employment 
opportunities for workers, in 
an environment that fosters 
labour rights and education 
and training opportunities". 

Gordon Brown, the UK 
chancellor of the exchequer, 
who hosted the conference, 
said: “This is the first 
attempt to integrate eco- 
nomic and employment poli- 
cies at international level." 

G8 governments affirmed 
their belief in “global prog- 
ress towards implementation 
of internationally recognised 
core labour standards". 


They said this involved 
continuing collaboration 
between the World Trade 
Organisation and the Inter- 
national Labour Organisa- 
tion as well as full backing 
for this summer's Interna- 
tional Labour Organisation 
declaration that will ask all 
countries to affirm support 
for tbe core labour standards 
and their implementation. 

The London conference 
also emphasised tbe need to 
encourage lifelong learning, 
back equal opportunities and 
oppose measures of discrimi- 
nation against workers. 
Action through education 
and training to tackle 
long-term unemployment, 
especially among the young, 
was also endorsed. 

In addition, strong support 
came for reforming the tax.' 
benefit systems to foster 
growth and employment and 
backing for welfare to work 
programmes through active 
labour market policies. 

Everybody also signed up 
to the need for structural 
change through the removal 
of regulatory’ barriers and 
reducing the tax burdens on 
small and medium-sized 
companies. 

Even France agreed to 
“promote adaptable, efficient 
and equitable working time 
arrangements” though little 
support was found for the 
French decision to legislate 
a 35-hour working week. 


CONTRACTS & TENDERS 



Without letters of credit 
producers can neither 
import raw materials nor get 
working capital to export 
their own products. 

Mr Harmon warned that 
agreeing to extend support 
was much easier for Thai* 
land and Korea than for 
Indonesia. He hoped that 
compliance with the Interna- 
tional Monetary Fund's 
reform package would allow 
the agencies to support 
Indonesia more aggressively. 
"All of us are rooting for sta- 
bility and all of us are want- 
ing to be supportive:'' 

The agencies also prom- 
ised to increase co-operation 
among themselves "in 
addressing the diffi culties 
which some corporations in 
the region are facing in roan- 
aging their existing foreign 
currency debt obligations 
The agencies also said 
they would share informa- 
tion on market develop- 
ments and progress on 
reform measures. 



Robert Rubin, OS treasury secretary, listens intently at. the weekend's G7 meeting 


G7 ministers see little need 
to sound alarm over Asia 

A s long as the casual- The international institutions’ systems needs *> 

ties of Asia's fin an- , « . - . ing nationally and rot 

cial crisis reform aDDrOaCG tO tile CI1S1S W1HS tionally. The IMF st 


A s long as the casual- 
ties of Asia's finan- 
cial crisis reform 
their economies, the region 
should return to vigorous 
growth in the medium term 
and the impact on the rest of 
the world this year should 
be manageable. 

This relatively upbeat con- 
clusion was reached by 
finance ministers and cen- 
tral bank governors from the 
Group of Seven leading 
industrial countries during a 
meeting at London's Lancas- 
ter House at the weekend. 

Short-term concern 
focused on prospects for 
reform in Indonesia and the 
government's proposal to 
adopt a currency board, 
which would peg the rupiah 
to the dollar and stop the 
central bank printing 
money. 

A communique issued by 
ministers did not refer 
explicitly to Indonesia, but 
delegates made it clear tfaey 
thought a currency board 
would be premature- “At 
some point, possibly, but not 
now." said Eddie George, 
governor of the Bank of 
England. 

The communique sup- 
ported the approach taken in 
Asia by the international 
financial institutions, which 
have been accused by some 
of enforcing reforms not 
strictly necessary to restore 
capital flows. 

Delegates welcomed insti- 
tutions' “emphasis on struc- 
tural reforms to reduce inap- 
propriate government 


The international institutions’ 
approach to the crisis wins 
approval, write Robert Chote 
and Wolfgang Miinchau 


interference in the market 
economy, restructure finan- 
cial systems, promote integ- 
rity and transparency and 
fight corruption in order to 
lay the basis for recovery”. 

They said humanitarian 
expenditure should be pro- 
tected as far as possible, 
including affordable social 
safety nets. The Interna- 
tional Labour Organisation's 
work in promoting labour 
standards was also 
applauded. 

Gordon Brown, the UK 
chancellor of tbe exchequer, 
said tbe G7 would engage in 
a “profound and broad-rang- 
ing debate” on the longer- 
term lessons of Asia's crisis. 

Emerging-market coun- 
tries and private sector play- 
ers would also be consulted 
to review ways to strengthen 
the international monetary 
system. A progress report 
will be presented to a sum- 
mit of G7 leaders in Birming- 
ham in May. 

The communique said 
attention would initially 
focus on five areas: 

■ Measures to promote 
more efficient functioning of 
global markets. This 
includes ensuring the appro- 
priate supervision and regu- 
lation of financial markets to 
safeguard the soundness of 


banks and other financial 
institutions. Recent G7 sum- 
mits have already urged 
greater co-operation between 
national regulators. 

■ Measures to improve 
transparency and disclosure. 
Tbe G7 wants to see 
Improvements in the timeli- 
ness. accuracy and coverage 
of national statistical report- 
ing, as well as greater trans- 
parency in policy-making 
and improved corporate gov- 
ernance and disclosure in 
the private sector. It urged 
the International Monetary 
Fund to strengthen its data 
dissemination standards and 
to prepare the code of con- 
duct on fiscal policy trans- 
parency proposed in Hong 
Kong last year. IMF arrange- 
ments should also be trans- 
parent and accountable, it 
said. 

Hans Tietmeyer. the Bund- 
esbank president, stressed 
the need for countries to pro- 
vide more information on 
the size and maturity of for- 
eign currency borrowings. 
He said that monthly figures 
should he produced and that 
industrial countries should 
also indicate how much their 
institutions lent to emerg- 
ing-market economies. 

■ Strengthening financial 
systems. The operation of 


these systems needs bolster- 
ing nationally and interna- 
tionally. The IMF should 
also amend its articles of 
agreement to promote capi- 
tal liberalisation "to help 
‘ countries implement reforms 
with appropriate sequencing, 
taking account of the 
strength of financial 
systems”. 

■ The role of the interna- 
tional co mmuni ty- Countries 
should respond quickly to 
IMF advice "to prevent eco- 
nomic problems from turn- 
ing into crises and to pre- 
vent contagion to other 
countries". The G7 also 
urged early, progress, on 
increasing file IMF’s capital 
base and its emergency 
credit lines, both of which 
have been' agreed interna- 
tionally but are encounter- 
ing problems in the US Con- 
gress. 

■ Steps to promote appro- 
priate burden-sharing by the 
private sector. - “With hind- 
sight it is clear that the pri- 
vate sector’s judgment has 
been inadequate in a num- 
ber of- instances," the G7 
said. 

qhe communique said the 
private sector should "share 
both the profits and losses 
appropriately"' reflecting 
concerns that western banks 
have been let off lightly 
because of the rescue pack- 
ages in Asia. . 

The G7 called for measures 
“to ensure an orderly 
involvement of the private 
sector in the resolution of 
fin ancial crises". 


Fifa faces rift over 
presidential election 


By Jimmy Burns in London 

Fi fa . world foot ball’s 

governing body, is being 
threatened with a potentially 
divisive dispute over the 
future of its presidency - 
one of the most powerful 
jobs in international sport. 

The association's outgoing 
and long-serving president, 
the autocratic and controver- 
sial Joao Havelange, has 
been forced to call an 
extraordinary meeting of the 
24-strong executive commit- 
tee on March 13 in response 
to mounting concern about 
the way his succession is 
being handled by Joseph 
“Sepp" Blatter, general-sec- 
retary. 

Fife's Zurich headquarters 
- from where Mr Blatter 
administers much of world 
football's political and finan- 
cial affairs - issued a curt 
statement at the weekend 
confirming the only item on 
the agenda of next month’s 
meeting. “The item will be 


the position of the general- 
secretary in relation to the 
Fifa presidential election." a 
spokesman said. 

It has emerged that Mr 
Havelange was forced to con- 
vene the meeting after 13 
members of the executive 
committee demanded Mr 
Blatter clarify his position 
regarding the election. 

Although Mr Blatter has 
yet to declare himself a can- 
didate, some executive mem- 
bers believe he has been 
abusing his position as gen- 
eral-secretary’ to broaden his 
support. 

“There is a belief that 
there is a potential conflict 
of Interest. Blatter should 
either declare himself a can- 
didate and resign as general- 
secretary’ or simply say he is 
not running," one Fifa 
insider said. 

Those who have decided to 
force the issue by demand- 
ing an extraordinary meet- 
ing are thought to be execu- 
tive Fifa members 


representing the European 
and African football federa- 
tions. Significantly both 
groupings have declared 
they are backing Lennart 
Johansson, the president of 
Uefa, European football's 
governing body, as future 
president of Fife. 

Mr Johansson is. so far. 
the only person to have 
declared officially his candi- 
dacy for a succession that is 
meant to take place during 
this summer's World Cup in 
France. There is an April 7 
deadline for nominations. 

Mr Johansson has been 
one of Mr Havelange’s most 
outspoken critics during tbe 
last three years, when Mr 
Blatter effectively ran Fife. 
The Swedish-born Mr 
Johansson has been cam- 
paigning for a "fairer and 
more accountable" executive 
structure within the associa- 
tion. 

Some of Mr Johansson's 
supporters fear Mr Blatter is 
putting himself forward as a 



By GUDanTettm Tokyo even be discussed until tie 

■ . - ' .1998 budget was passed by 

Japan's economic weakness parliament next month. 
may have dominated the - To the outside world torn 
Group of -Seven meeting to." protracted policy stnp-_ 

London at the weekend. But te ase’’, looks odd - and roaf- 
in Tokyo, Japanese politi- Effective. 

had other things on Many Japanese reply that 


their winds. 

As the weekly current 
affairs chat shows got under 
way on television, the main 


their gove rnment's response 
has a cultural dimension 'as 
Japan, is -a country where 
decisions are~teken. ’after 


topic for . discussion was painstakingly building caa- 
bickering inside 'Japan's, sensitt.--' \ -‘J"'- 

political parties - and. a - . Yet even the -cultural fee- 
recent suicide. US criticism tor is losing its force because 
of Japan's economic policies af a broad shift Jn the polifi- 
wflg only briefly. . environment.;. 

The contrast is ominous. For deca des I t has been 
As Asia’s financial -woes con- the - bureaucrats who domi- 
tinue, the weakness of naled Japanese policy- But 
Japan's economy is posingj they have been steadily los- 
an TTUM-pgging risk to the mg power under attempts by 
region. What is doubly frus- Ryu taro Hashimoto, prime., 
tra ting for Japan's trading minister, ~to : reform thie sys^ 
partners is Tokyo’s apparent tern cif governance: The Min- 
reluctance - or inability - to istry of Finance has been . a. 
respond with speed and bold- particular Casualty, seeing 
ness. '• .its - " influence eroded by: 

When the first signs of recent corniptian scandafe. J- 
economic slowdown While politicians have 

appeared last summer, for been moving ip ; . to- fill the 
example; Japan denied the power-gap, they appear Hi- 
problem. equipped to "deliver -sudden 

Since then Tokyo has ^ policy IJPP - is . 

announced four packages; a - riverr with factional disputes 
drip feed of measures or, as ami the vpc^j^driiy ; of Mr 
some have described it. a Hashimoto, who came to 


policy "striptease”. But few, powo^fedgirg Jo cut- the 
includin g- Japan's imam trad- bud^tr^HC^ is at aTecord 
ing partners and the mm> • ’ "feac: ; ; • 

kets. have been- satisfied. . . v for. fee 

The most recent offering^.; irfjarliament 

made on Friday «r>d jeafrfr- he seems 

ing measures 

corporate share Buy-hax^.to'^ the first 

moves to bod6j;-reai>;eslaii^:i>e^ 
securitisation ~ iwiIT:not ; :be.; ^ 


tho last Senior pojificiarism 
the ruling Li beral . Dam n: 


tax cuts ih December -- with- 
bnfMtrtg a . political 


cratic party tLDJ^ are hjnt- ■' invf national crinwnwiw;. 


ing they will produce,, a 
-fifth” paHfagP !■»»«* trwnfh 
But ndne of ;fhe packages. 


Optimists .hope the Asian 
crisis will-give him a 
fece-s&vihg way _ to present 


has delivered wfrtgt Japan's another U-turn. When he 
trading partners desperately'- annminrri hig income tax 
want to see - a popprehen; turnaround, tor example, he 
sire fiscal boost tovstimulate- '^iecifically linked it to the 


domestic demand 


“Asian problem”. 


Although the'J^DP.has US criticism of 

hinted it may produce more JapapJat the weekend may 
tax cuts, Ffikam Matsunaga,. complicate. . rather than 
financ e- mmlatpr ,’ &fled to emxrurage, SUCh a. shift, 
give a commitment at the G7 Dateline. Tokyo. ’ Page 8; 
meeting' In". Lomfoh. He Tokyo- stock market and 
insisted theisSue could hot Crorraciesy Page 23; 



Havelange: called meeting 

continuity candidate with 
the tacit support of Mr Have- 
lange. Were Mr Blatter to 
declare himself a candidate, 
there could be a deeply 
polarised presidential con- 
test in the run-up to the 
World Cup. Fifa's general- 
secretary has considerable 
administrative and financial 
powers, which extend to the 
negotiation of marketing and 
broadcasting rights linked to 
Fifa tournaments. 


By Gwen Robinson . 
in Sydney ? 

The cancellation by John 
Howard, Australian prime 
minister,, of his first official 
visit to Malaysia was yester- 
day criticised by the opposi- 
tion. '. / . 

Critics said Mr Howard, 
who was. due to leave yester- 
day, -wanted to avoid the 
embarrassment of being in. 
Malaysia, south-east Asia’s ' 
second-largest Moslem coun- r 
try, should western forces 
launch an attack on Iraq. 
Mahathir Mohamad, the 
Malaysian leader.Js. opposed 
to the US-led military 
build-up in the Gnttr -v ; 

Mr Howard saikl.he; had. 
postponed his regional -yjjnt 

— which was afso^to- hare 
included Papua Not -^G frfoea 

- because of the titilf crisis 
and the pos^hTe ^involve- 
ment of Ausfraa&n.jferces in 
military acticmagam^iraq. - 

The announcements came 
soon, after the prime mins- 
ter said Australia, .should 
take a more active diplo- 
matic role in the regional . 
economic crisis- and . lobby 
the International Monetary - 
Fund and Group! of Seven’ 
leading industrial nations to 
relax dements of tbe tod one- 
sian financial restate pack- 
age. ; 

• “It has become quite ctevi-.-; 
ous to me that crumal decf- 
sions! . .'might need To be 
taken during the' n ex t week 
and I would not want -the 


possibility to_ arise of those 
.. decisions b eing required dur- 
ing my absence from Austra- 
lia." hie said. 

: Australia last week dis- 
patched a squadron of Spe- 
cial Air Service troops to the 
Gult as well as additional 
military personnel and 
equipment, . in Its first 
deployment of ground farces 
in a potential conflict since 
the Vietnam war. 

Australia's relations with 
: Malaysia have been wary, at 
. best, and acrimonious on 
"occasion - particnlarly after 
• Paul Keating, the former 
'• p rime minister, described Dr 
Mahathir as "a recalcitrant" 
:■ for boycotting a regional 
summit- in 1993. 

.-. More recently Dr Mahathir 
opposed Australia's attempt 
to join the Asia-Europe Meet- 
ing (Asem) forum. Australia, 
■.meanwhile,- drew further 
-Malaysian displeasure by 
supporting the - IMF's 
regions! economic prescrip- 


- . The opposition Labor 
party, which supported the 
government’s decision to 
. commit troops, .said the 
-stand-off in the Gulf was the 
.very reason Mr Howard 
> should proceed with his trip, 

: to order ;to explain Austra- 
lia's position, to Or Mahathir. 
-Gareth Evans, Labor’s dep- 
uty teader, said it would be 
more. . awkward ' for . Mr 
Howard to. make his visit 
after a military strike 
-against Iraq. ’ . 


Aftershocks hit China’s construction sector 


By James Kynge in Beijing 

Tbe economic crisis in Asia is 
bitting China's construction and 
engineering industries, proriding 
further evidence of the country's 
vulnerability to the region's 
problems. 

Chen Yongcai. chairman of the 
China International Contractors 
Association, said cancellations and 
delays in south-east Asian projects 
and falling real estate values in 
Hong Kong and Macao were dam- 
aging the prospects of China's 
overseas contractors. 

Some 74 per cent of China's over- 


seas construction and engineering 
contractual work, which was worth 
SllJJSbn last year, is in Asian coun- 
tries. 

The falling price of real estate 
projects, tbe shrinking demand for 
houses and the rise of interest 
rates for loans had all done "terri- 
ble damage" to Chinese companies 
that invested in Asia, said Mr 
Chen. 

Guo Baolin. division chief of the 
China State Construction Engi- 
neering Company, the biggest engi- 
neering contractor in China, said 
the company bad been “greatly 
hurt" by felling real estate values 


in Hong Kong, where the company 
owns property. 

China has been relatively insu- 
lated from Asia's financial crisis 
and its currency, the yuan, which 
is not fulls' convertible, has main- 
tained its value against the US dol- 
lar. But concern is growing that 
Asia's malaise will further slow 
China’s growth rate, exacerbating 
problems of unemployment and a 
chronic oversupply of goods. 

Some economists believe Beijing 
may decide to revitalise the econ- 
omy and provide job openings for 
the several million workers expec- 
ted to lose their jobs as reforms to 


loss-making state-owned industries 
gather pace. One optioh; e<j6n©-_ ’ 
mists say, would-be to increase 
spending on infrastructure; ’ wtdeh 
is set at STSbn. annually 'for the 
.next three years. . . . : . 

Recognising tte sharpo:«jmpki- 
tive edge which, south-east -Asian 
exporters have derived from the- 
devaluation of thefr^HrehcSss. ^a ' 
XillligDr China's . rhwniralf lindW-- 
try. minister/ appealed fq compa-' 
rdes to slash costs. aridHtoprore ■ 
efficiency. “The. finaneia^ tormnjl 
in South-east Asia will frtevifebls: •: 

affect our exports in lfl9^”‘sfa&was~ 
quoted as-saying in official; reports: 


•. jOte minister, said that the chemi- 
cal' industry- would . shad 400,000 
workers within the" next three 
years, adding that the ministry 
would be. able- to find jobs for 70 
ceat-of workers made redun- 
dant in 1998. 

chemical sector would be 
. able, to; grow 8 per cent this year 
despite tha feet that about. 40 per 
pf the 6,000 .enterprises in it 
were making operating losses. 

. /Bering's leaders hare pledged on 
■numerous occasions that China 
= devalue the yuan, despite 

'tite' enhanced expert competitive, 
nessof Boutfreast; Aslannations. 
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“That’s the first prize 
for the first global alliance. 
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dtii ^fc^ The presugious Airline of the Year Award has been given ro alliance partners KLM and Northwest Airlines. It's the ultimate recognition of the results we 
^3 have achieved both individually arid together. It’s the ultimate proof that offering seamless connections to over 400 destinations worldwide really 
works. It says some tiling about- the strength of the first global alliance. An alliance that holds great promise tor the future. In all areas. On all flights. 
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Internet and corruptible software blamed as industry concerns grow 

New computer viruses double 


By Christopher Price 
in London 

New computer viruses which 
can damage companies' soft- 
ware and cause costly dis- 
ruption to businesses have 
more than doubled in the 
past IS months. 

The number of new 
viruses discovered each 
mouth has risen from about 
200 to 50*) worldwide, raising 
serious concerns in the com- 
puter industry. 

The problem is blamed on 
the rapid adoption of soft- 
ware using easily-corruptible 
instructions, and the grow- 
ing use of the internet as a 
means of transmission. 

GeoET Leahy, chief execu- 
tive of Dr Solomon's. 
Europe's biggest anti-virus 
computer software company, 
said: “It's not out of control 
yet. but this is a serious 
problem afTecting thousands 
of computer users." 

Nick Fitzgerald, who edits 
the industry magazine Virus 
Bulletin, said: "It is getting 
to the point where the anti- 
virus industry will have to 
start re-evaluating how it 
tackles the problem." 
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The computer crime unit 
at the central police head- 
quarters in London said it 
was aware of the problem 
and was watching develop- 
ments carefully but it could 
only act on complaints and 
few businesses were pre- 
pared to admit they had a 
virus problem. 

There are some 18,000 
known viruses, with a fur- 
ther several hundred undis- 
covered strains in circula- 
tion among computer users. 


of infection 



Once identified, most viruses 
- alm ost wholly written and 
sent by adolescent boys - 
are easily prevented from 
damaging a computer's hard- 
ware or software. 

However, the emergence of 
so-called “macro- viruses" 
has added a new dimension. 
A macro is a set of instruc- 
tions which runs automati- 
cally when a file is opened. 
Macro is used in Word and 
Excel, two of the most popu- 
lar program es by Microsoft, 


whose software is used in 
about 80 per cent of the 
world's PCs. 

Jan Hruska. technical 
director of Sopbos, the UK 
anti-virus group, said: 
“Macro is easy to write into, 
and so it is easy for virus 
writing. The internet has 
also made it easy to spread." 

The International Com- 
puter Security Association, 
an anti-virus industry group, 
estimates that more than a 
third of all viruses are car- 


ried through files attached 
to electronic mall via the 
internet. The association 
also estimates that thp aver-, 
age cost to computer users 
of a virus incident has dou- 
bled in the past two.years to 
almost £2,000. " 

Graham Kluley. senior 
technical director at Dr Salo- 
mon’s, said the number of 
incidents of infection being 
reported from the group’s 
50.000-strong customer base 

was rising in proportion 4o 
the increase in new strains. 

From the company's fig- 
ures, he estimated that a 
company with 1,000 
machines would have an 
average of 46 infected , by a 
virus every month. .“One of 
our large clients gets 200 
viruses a week." he said, 
most sent via e-maO. 

To the chagrin of the anti- 
virus industry, virus writers 
can operate openly because 
the act of writing is not a 
crime. “We do spend a lot of 
time discouraging them and 
we have made a few con- 
verts." said Mr Eluley. “But 
they are basically young 
boys who have yet to dis- 
cover girls.” 


British Interactive Broadcasting to adopt open technology standards 

Strategy shift for digital TV service 


By John Gapper, 

Media Editor 

British Interactive 
Broadcasting, the company 
that will provide home shop- 
ping services for British Sky 
Broadcastings 200-channel 
digital television launch this 
June, is adopting open tech- 
nology standards to encour- 
age other broadcasters to 
use it as well. 

BIB, partly-owned by Brit- 
ish Sky Broadcasting and 
British Telecommunications, 
has so far confined itself to a 
technology platform incom- 
patible with internet-based 
operating systems. However, 
it will unveil a broad shift in 


its strategy later this week. 

David Hilton, appointed as 
BIB’s chief executive at the 
end of last year, is to dis- 
close at a Financial Times 
conference tomorrow that 
BIB intends to offer services 
for use both with BSkyB’s 
Open TV system - based on 
video technology - and 
other operating systems. 

The move follows growing 
indications that BSkyB's 
rivals will reject technolog)' 
from Open TV. which is 
partly-owned by the US 
group Sun Microsystems, 
and instead run interactive 
services on internet-based 
systems such as Microsofts 
Web TV and NetChanneL 


Analysts had earlier 
suggested that BSkyB. 
which will carry BIB’s home 
shopping services, was try- 
ing to force others to adopt 
its chosen technology. This 
was particularly controver- 
sial because Rupert Mur- 
doch's News Corporation 
holds 40 per cent of BSkyB. 

The decision marks a. fur- 
ther shift towards the adop- 
tion of open standards on 
UK digital television after 
last week’s decision by Brit- 
ish Digital Broadcasting, a 
rival to BSkyB. to use a dif- 
ferent signal decoding sys- 
tem than BSkyB’s for its dig- 
ital set-top boxes. 

BIB has started creating a 


common database of home 
shopping services that can 
be transferred to other oper- 
ating systems. It will also 
encourage retailers to 
develop their own software 
applications to put on its 
database for use on TV. 

BSkyB and British Tele- 
com both bold 32.5 per cent 
of BIB. The rest of the equity 
in the group, which has been 
negotiating to provide ser- 
vices for 150 companies in 34 
industrial sectors, is held by 
Matsushita, the consumer 
electronics group, and HSBC 
Holdings, the UK h ank. 

BIB would have risked 
alienating other pay televi- 
sion groups by sticking rig- 


idly to a single technology, ft 
- hopes its shift towards com- 
patibility with other stan- 
dards will attract cable tele- 
vision companies that are 
launching di gital services. 

The venture, which is to 
provide a subsidy of up to 
£600m to allow BSkyB digital 
set-top boxes to be sold for 
£200 each rather than their 
wholesale price of about 
£100. is being investigated by 
the European Commission. 

While the investigation 
into the involvement of two 
do min ant media and tele- 
coms companies in an inter- 
active venture is going on. it 
is delaying signing any 
agreements with retailers. 


Boeing 
may offer 
to lease 
C-17s 
to RAF 


By Mchael Skapfnker, ... 
Aerospace Coniesponclent "*■ 

Boeing of the US has stepped 
up its. drive to persuade the. 
Royal Air Force to use its 
C-17 military .transport 
aircraft The US group is 
believed to have told 
Britain’s Ministry xii Defence 
that tt was ready to lease the 
aircraft to’fhe RAF. j 

The ministry is examining 
its air transport needs as 
part of the government's 
strategic defence review.. 
George. Robertson, the' 
defence secretary, has said 
the UK needed to increase 
its “strategic hft” to make 
troops more flexible and 
mobile. - 

Three aircraft axe hi the 
running. The first is tVm lat- 
est version of the C-130J, the 
Hercules, manufactured by 
Lockheed Martin of the US. 
The RAF is due this year to 
receive the first of 25 C-lSOJs ' 
as the first, part of a prog-, 
ramme to replace 55 older 
Hercules aircraft. 

The second is the Future 
Large Aircraft, to be built by 
thp European Airbus Indus- , 
trie consortium, which is 

Still at Hu* p lanning 

The third is Boeing's C-17. 

" A UK subsidiary of Kvaer- 
ner of Norway has made a 
separate proposal to lease up . 
to seven C-17S to the. RAFv, 
The subsidiary, . HeavyLift: 
Cargo Airlines, has . 
suggested buying '.-six or.: 
seven of the aircraft, of- 
whlch three would be leased 
permanently by the' RAF. 
Th&RAF^ would he permitted 
to requisition the remainder 
at a few days’ notice. The 
proposal, revealed in today’s*:! 
Air Transport Intelligence^ 
an internet service, has been ., 
confirmed by . those .who. 
have seen the proposal/ . ; 

Under Heavylaft's -pro- 
posal, it would begin leasing .. 
the C-I7s to the RAF In two 
or three years’ timn : 


UK NEWS DIGEST 




in 



Eddie George, gpvemor.af the Bank of Englan d, the tJK 
central bank, said yesterday he. was not expecting^ ^ . 

recession; although domestic demand needed to be “mod- 
erated". “There's no question that domestic dem a n d 
needs to moderate to run into trouble.” he 

said oil GMTV'a 'tereakfestshow. 

Mr fkOTTgn has often warned that delaying a rise iP 

interest rates might mean theyvroald have to rise later. 

and by more than wouWoQierwise have been needed. 
However, at last month’s meeting of the Bank's monetary 
policy committee - winch setathe rates - he voted 
against ah immediate further rate rfee, along with four of 
hie . . ' Daniel Green 

■ GREEN PARTY - - ~ . 


iW Green party .thinks is anthe brink ofa break- " 
through, with the party set' tn' win seats in European 

parliament undea- new rules for thfi l999^Euro-elections. . 
Atthe the party’s weekend spring conference In Scar, 
hnrrnigti nirtWum' Rri giatu^ Act iv i st s were convinced the 
advent -of proportional representation for European elec- 
tions will fiririTl y. hrtng 1 thre w marngtr eam political repre- 
sentation, • Liam HaUigan 


Siemens wins $300m re-fit deal 


SiemenS-Power Generation has won a £l8Qm ($30Gm) con- 
tract tore-ftiikxrttisbHy^ Peterhead_power 

station, north af AbatfeteL Siemens will design, manufac- 
ture. construct and integrate the plant at Hydro's Peter- 
head fecffity: The power station^. currently running on 
soar g^wld^hasahigh sulphur content, will he con- 
verted to operate ah natural gas and is to be become oper- 
ational in-MOb.' ■ ' V r " . _ - ‘ ' Simon Holberton 

m WHITE GOODS: ?-j : " .A 


Growth back to 1980s levels 

Britain’s white goods tadn&ry last year recorded its best 
year for growth sfoce^the late 1380s consumer boom. . 
fuelled by a strong housing market arid a buoyant econ- - 
nmy According to the Association of Manufocturers of ' 
Dopxestic AppHartoes, sales tq jJK coBfituners of white . 
gpodsintdndlng vacutnn cleaners rose JM per cent in 
milts ahd.Ti per emit ih value during 1997, compared with 
the previous year. Peter Marsh 


j <-r- 1 .- V 


Political ^wrahfdiag wfttanffie European Utdon’s. Council : 
Of Mitd^ tatS tewiny thatBritata’S rpgfrms fare the pros: 
peetbf &, serious delayTntha aMTlfeyredeive from the'EU 
aftertheBp dh^ flS&^tfiSpiiteS over proposed new rales . 
mean that dls^butfon^f caSti to mariy areas, may be 
heMupfor mbnths.^ Priori Groom, Sheila Jones 
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A Valuable Discovery. 
A World Of Free Travel. 


Become a Hilton HHonors”’ member and you'll earn free stays at more than 400 Hilton, Conrad 
International and Vista hotels worldwide, plus miles in any of twenty airline loyalty programmes. 
And, until March 31, 1998, members can earn double HHonors Base points. Hilton HHonors Wbridwide- 
a truly valuable discovers'. To join, call 44 (0) 990 466677 in the U.K, toll free at 0800 90 75 46 in France, 
(32) (2) 718 3911 in Europe, (65) 295 9023 in Asia. 1-80G-HILTONS in North America, or contact your 
local Hilton HHonors Worldwide Reservations office, or visit us at www.hiiton.com. 

Membership eanur.oj , 3n j rydeniption >n puint. is subject HHonors Terms and a ndyons and excludes taxes Airline kivattv programme «rmn r, s 
subject lu rate restnaions N*« Hilion HHonors Worldwide. 

HILTON 

HHONORS 

WORLDWIDE 



CONTRACTS & TENDERS? 


Invitation to present bids to purchase the business wAotFrafcttXJosftizd SpJLin ^adraoRtaqr nwqemeiit (taw na 95 of 3 April 1979) 

The provisional a dmHtaita ra of FrateBI Costann SupA. lneo(lraonanaryTnBnaoement.remithcHtzedby kBnstaro deWndustria\rrinstiy ol industry] 
faupervisory authority) by provision dated 29 Jariuaiy 1988. protocol na Trei 82;. : ' rl"-’.’ : • 

• v'.-.whereas ■' .T 

a) Frateffl Costanzo S.pA (hereinafter, FrataiU Costanzo ki extraorcBnafy mana 0 Broent) dpefatm%i-ttie ^eid oj buikfbig pUUc works with sites open 
throughout national territory, and technical and adminteiiaBye sites Br Msterbtenco (Gatania): a»Jpt 31 Decentter 1997, the portfolio of works In 
progress amounted to approximately Lit. 1 .100 trillion and its ereokhentesi the AN&[nationte bidders regitesr] to torce uriA 7 ^June 2000, as certified 
by the certificate of 19 September 1997, am as toOows: 1/2W&10/V1 0B/W1 5/17 ucflnAad, 3A/3000. 5A/300Q, 5B3000. 5C/6000, 5F1/3O0O, 
5H/1500, 7/3000. 8AI5000, 9A/BOOO, 10CV3000, 11/9000, 12A9000, 12BOK».-13Afl<WO, 130/9000. iBmSOO. 46H/1500. 16U3000, 19A/3000. 

19CA5000; „••• • v : ' ' t-'" y; \-y. .v ; 

b) Costanzo in extraorrinary management is opBreting in the reatotate^pfan'es per art 2 , subsection. 5 at lavr no. 95 of 3 Aiprji 1979 (the so-caBed 
Trod AcT). approved on 2 December 1997 by MMstero d&Mustria. wBh ful operaflng capedty wbich aflowed It to^ pursue the acttvtiiee, maintain 
the portfolio ol orders, end acquire further works awarded by pubfc cOritractfng b odfoe; ; 

c) the provisional admlnistiatois. in the toms and in accordance with the. procedures described hereunder; Intend to sell, (tie branch of business 

regarding the activity characteristic of construction, with the exclusion of dObtebetore 25 Mari* 199ft and tackxSng debts ^ and credits for operation 
tallowing that data, and the technical reservations reg is t e red, as^ wefi as wittv the maintenance of the levels of enytoyment related to the activity 
pertomwd; . . / . ’ - ■ '.'v 

do hereby annoince ; 

lhat the proceedngs aimed at Identifying the poesilie purchaser of the'busina^ ^Ttt in quesfion shert taks place in the following manner 

1 . Phase 1 : Demonstration of Interest 

Those Interested In teMng part in the aforementioned procedure sh^ show their interest In writing by wndrig notificakiri by registered mafi with return 
receipt requested adc^esssd to FraMS Costanzo Sv^A ffiss. care of the Notary PubUc Nicoia Cinotti, Corso Vittorio Emanueie ll no. 229, 00186 Rome, 
Italy (lei. +39/6/6865642-3, fax. ^39/6/6875344) by no later than &00 pjiv on 30 Herd) 1998. >. ■ 

This procedure shafi be open exctastvely to jotnt-stock comparfas (soefateperaztoni) wthe equRialert thereof accordlhg to the laws within the bidder's 
nation, cooperatives, and consortia of cooperatives. V • • 

The dem onstratio n of Interest shall: (a) mention the Identity of the potential bidder (b) contain aAiriformatton re^rtfing the subjectin question; (c) contain 
a brief description of objectives; (d) IdenSfy the first tan partners (excepflor cooperatives; ofi xanspnlimi metribets must be ide n W i sd); (e> contain a copy 
of the last three appeared financial statements and declaration of willingness to supplement all these facte with further Information lhat the procedure 
should deem necessary to acquire. There shall also be (g) an explicit statement of havtagadaxMfedgad tW thfe'lnvttal^^ 
tor the purposes of art TO of tew no. 575^6, and explicit consent to the Uua lin u n l personal to farmafion based oh the controls ol art 11 of the same 
law, even te the event of the noivoccunence ot tee prwequisaeslor ewduston cl Ihe consent as pertetter b), stfcsecJion l ol art 12 the aforementioned 
law no. 675/1996. It shaS also be acconpanied by (h)a commitment of confidentiality regarding the data and information of which the party shall come 
into possession during the later phases of the proceedtags. ’ 

Ttes demonstration of interest shtel be accompanied .by a statement bya learfing oe«insmijtlcffT aaeBtir<j to the patty’s high finandaf and economic 
starKfing. . •• ••• > ' 

Consideration wffi not be made of demonstrations of interest made by Intermedtartos, and in rio caw siwlt the' prooeeefings pay intermecBalton 
conpensation. • — . • •• • • > '-.T. • ... j » . . 

The sentSng of the demonstration of toterestshaO ajnstititieaxpBckacceptaice of oontentehereof.^ vi: 

2. Phase 2: Non-blm9ng bids ... ;vV :. . - ? 

fnterested parties that have tutfited the atoremenfioned requlrwrents shall be aant : by no later few aS April 19987a 'Technical Sheet" austratina the 
business unit to be soW and the comrrttmerts to be undertaken . On the basis of this sheet, the fnterest«J.parfles shaft forowtote a non-bfrafino bklthat 
under penalty of IrrvaSttity, shall contain; . ■ : ’.s’, n V" ' i ” - 

■ a prefimrnajy business pan referring to a time frame consistent with the-rtori* portfo 6 o.btibfw« ritetervjrri of bwrywire starting from the dekl of 

transfer, provtdtag detaBed information on investments; mwragefnert, the foval of anpfoym^^buticxtici^ activities, and anv other 

information useful for reaching a Judgement as to the rafiteJifity of the bidder; the busineta^^.5ha0,tisan elernent of primary significance, provide 
tor maintaining totact the corporate orgarkztefon forming ttwobject of the transfer, for theWhountof time IncScatad above; 

• the price thte the Udder is interested In 'paying, acconpartied by suitable irtormafiori : a 3 ^th» evakirfon ortieria jjsed and the elements of fact 

rUerredto In fomnAatlng the bid; •> ,. 

• a siitebte cfacteiation by a foacSng credit Institution attesting tolto ttddsrtr ab^ to g^ thn^ w^ ihe.bid,. 

The non-binding bid. dUy signed by the blddw^ legal representative,^ ^shaB be s^toWn^maririer’arid to4he same address as thaf DrovidBd far 
phase 1 , by no taler than 6 JJ 0 pjtu on 5 June 1996. 

The Procedure Bodies, each In its legal resportetaffities. shaft evaluate (he bids arriving premptiy/^tcferW the bkfoers quafified to take parLin phase 3. 
In any case, the quaWytng eiemerris shall be the loftowing: ' . 

1 . the tpality and the rellabUity of thepian submfttedlwftopaiticUariWerenoeto the twtenuftyofftiteeconoirtcamd'prw!^^ 
being sold, and at the level of employment provided ton .- 

2 . the price fnefleated in the nor»-bindtog bid; ■V’- •' : T ■ 

3. the overall reSabHty of the bidder; \ .1.' 

Those' partfoipa&ng In phase 2 shaft t» irtfanned,'by no I 
phasea 

a Phase 3: Irrevocabte Mds * ' . 

Those admftted to this final phase may have dtteTdBgerro performed In thefarmsond daedtitwe fodfeterid’arid ^yeriB to ufton ; 

In any event, by no laier than 6 dX> pun. on 30 September 199a those qualified may, by ccrnrnupJcatfoR-lo be sent in the same manner as the earlier 
ones, tormulatfl an irrevocable acquisition bid on the baste of a contract outline to be sent to them together with the notification ol aOrfesidn to rhisohase. 
accompanied by a deposit by rxxvtrawferjfcte banter's cheque issued by a leading Italian credb i nai to lkfo.Wj»riormance bond, far an amaait eMte 
to 20% of the price ottered. The deposit shall be e x pro p riated by the Procedure In the event of failure to fuffl the terms and cprKfifons hereunder 
The bid shall be firm and irrevocable for a period of no less thanlSO days after (he expfrettor of the bid tendering deadDne, and shall Inctete an-mnilch 
statement confirming the va&dKy of the business plan already subrrAtad, as. wed as Mfftnentof the cocxrttments and obflgations contained torim 
techncal sheet already provided. The bids that ere received shall be evaluated bjr the procedure .bodes on ihe basis oftttesamenaranteiiira 
for passage from phase 2 to phesa 3. and bidden who have passed this evaluation sha l T be cafieeL.no late- than 31 Octafawr ins 

communication by telegram or fax, tor9 Novenriw 1998 beforethanolteypublfo'd^gneted by tteprcfotklare/topfesant at S^inorrtero a 

Partidpation In the procedure outfitted twrein stall at no time be construed asgtantog.pre^MtaBctttef^ ^awds, and shaft have rip Untim aftanr nn thn 

procedure boties. Dedstons as to the final award shaft be made at (he ttoctisfxfledtftlcretion of the procedure bodfes, each in ttsteoal^^rju^awimn 
correspantflng formal transfer deeds, together wflh the regulations governing the price and the sOeceseforVeubstitudon in guararee«^^^in me 
Ute^tSte * ** ^ 00rtrac *’ ^ ** reoeh '*“* no Wer than 30 days after notiflcatitwcl^ffr^ ctargMtoto boro tj S 

Al the documents provided '« tt» various phases shaft remain to tta procedure's archtvee.^^''- •• . *.■ 

This announcement tn no case and to no effect constitutes: .■.* • - 

• an rfler » the ptaifc pursuant to art! 338 tt; * V 

- a sofictation of puWic Savings. . . ’■ 

A 1 J thg activity connected therewith and consequent thereto » subject to tafian laws and Jiatedtation. ' 

The itaflan language versfon shall prevsSover the Engbsh veraian, and etoB be provided: uporrraqiieS. by the notary pitoftc ineficated above. 

TheaxtreOrdhteiYadm hiiteBtu rsqf FreteBTCoataran 
S^xA, tn«x t i e or Uln «ymarMgefnent-. V ■ ' - 
Geeteno Aiesaf fiteC pi a o NannaUnt;.'> , ; . • . - 

Fence S an tonae ts ao 


■ ttnn thfrty cteys xftor the foregoing'cteadnTie; as to wheftwr they have been admmed to. 
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DIVIDEND & INTEREST PAYMENTS 


■ TODAY 

British Foods 

10.75p 
Bespak 5.1 p 
Chase Manhattan Com. 
Senior FRN. 2002 $154.71 
OiDaok 11 Sectric Power Co. 
8% Nts. 2000, $400 
Hampson Inds. 0.65P 
iaws^d. irr.ea+p 

Equity Pref. 

National Power 8% Nts. 2007 
A$40 

Nationwide Bldg. Soc. 4.25% 
Index. Ln. 2024 £3.1396 
Sage Grp. 1.93p 
Seiyu Europa 5.65% Gtd. 

Bds. 2000 Y2 ,825, 000 
Stanley Leisure 1.4p 

Tokyo - Mitsubishi Inti. 
Tranche A Sub. FRN. 2001 
$15,381.53. - 

Do. Tranche B FRN. 1999 

$1 5,356.25 
Triplex Uoyd 2.675p 

■ TOMORROW 

Aon Corp. $0_26 

Bear Steams Floored FRN. 

2004 $2,883.25 

Boots Co. A.D.R. $0.2806 

Egyptian Growth irtvst $0.22 

Eskmutr Properties 1st Mort. 

Db. 2020 £3.9375 

Do. 9W% 1st Mort Db. 2020 : 

£4.625 

Fountain Forestry.' Hhjgs. 

Fujita Invst Co. FRN. 1998 
$1,571.67- 

MunicipaUty Rn. 11.55% Gtd. 
Nts. 1999 Fml 15,500 
Residential Property Securities 
No.5 Class A1 Mort Bkd. 

FRN. 2000 £960.41 

Do. Class A2 Mort Bkd. FRN. 

2023 £985 

Do. Class B! Mort* Bkd. FRN. 

2023 £1,01 1.-7 

Do. Class B2 Mort Bkd. FRN. 

2023 £1,06138 

Royal Bank of Canada C$0.42 

Sanwa Finance Aruba AEC 

Gtd. Sub. FRN. $837.33 

Whittard of Chelsea 1.1 5p 

■ WEDNESDAY 
FEBRUARY 25 
Abbey Natonal Treasury 
Services £75% Gtd. Nts. 

2004 C$€T.50 

Allied Donecq 10U% Bds. 

1999 £551.25 

BPB 7.25% Com/. Sub. Bds. 
2008 £3125 


Brttteh Govt Stocks=8«% ' » 
Treasury 2017 £4.375 
CS Rrst Boston Fin. Gtd. Sub.' 
FRN. 2003 $28.99 
Dalkfn Intis. 6.35% Bds.. 1999 
Y635.000 , 

Eaton Corp. $0.44 ' 

Gartmore Scotland invst Tst 
'2.7p _ : . 

Heel's 3.2p 
Helphire Grp. 0.4p ‘ 

Hill Samuel UK Emerging Ctx 
Invst Tst (L26p 
INVESCO Recovery Tst 5o 
London Inti .Grp. GLSp . . 

. LPA Inds. 1.1 5p 
Merrill Lynch & Co. $050 . 

M & G High Income Invst Tst 
18.56p 

Da Income 0.96p 
Do. Income & Growth 0.96p 
Do. Package 0.96p 
Nippon Sanso Corp. 6:4% - \ 
Nts. 2000 Y640.000 

■Slimma 2-25p • . . •- -- 

Throgmorton Preferred 7 
income Tst 1 p 

■ THURSDAY * 1 2 
FEBRUARY 26 

Apollo Metals 3.05p r 
Bank of Montreal C$0.44 
Barclays Bank Undid. FR. 

Prim. Cap. .Nts. $303.47 
British Telecommunications - 
A.D.FL $1.5534 - 

Canadian Imperial Bank of 
Commerce FRN. Cap; Debs. 
2085 $306.67 
. Crown Leisure 0.75p 
Export-Import Bank of Japan 
BVfi% Gtd. Bds. 2001 $418.75 
Rrst National Bldg. Soc. FRN. 
2000 IRE1, 579.62 -I • 

Galen Hldgs. 0.367p 
HonoKong & Shanghai 
Banking Corp. Prim. C&p. 
Undid 7=RN. $156.53 . 
Merchants Tst 3-5p .• 

Norsk Hydro 9%% Nts. 2003 
£97.50 

State Bank of New South 
Wales 12Y<% Nts. 2001 
A$122^0 

Tfton Hldgs. 3.5p ‘ 

Tomkihsons 8p 

■ FRIDAY FEBRUARY 27 
Allied Irish Banks Urid Var 
Rate Nts $97.75 

Ah/is 2^5p .} 

BAT Inds 1214% Un'Ln 2003/ 

08 £2.919863 

BTM Rn (Curacao) 7%% Gtd 
Bd 2002 $737500.0 
Do 8VS% Gtd Bd 2007 
$825000.0 • 


Bank of Nova Scotia Fltg Rate 
Sb Cap Db 2085 
. Beales Hunter 2.4p 
Bristol & West FRN 1999 
£1963,86 

CLM. Insurance 126p 
Chase Manhattan Sb FRN 
2000 $150.09 

City of London Inv Tst 1.66p 
' Do 20% NbrvCm Pf 7p 
.Do 6% IstCm Pf £2.10 
Do 6% Non-Cm 2nd Pf 2.1p 
City of Oxford Inv Tst 1 2p 
Columbus 0.16p 
Commonwealth Bank of 
Austraiia Dtd FRN Feb 1999 
$297.08 

Do Und FRN Feb 1989 
$303.34 

Dale! 6.4% Bd 2002 

Y640000.0 

Danas Inv Tst 3.375p 

Deftron Elec 2p 

Denmark FRN 1998 £190.10 

Dumyat inv Tst Cv Mnthfy Dlv 

0.49p 

Eurotherm 5.8p 
Exmoor Dual Jnv Tst 1.8p 

FnHfllfD On 

Ffn for People (Nol) Class A1 
Mtg Bckd FRN 2036 £129.95 
Do Class A2 £196.46 
Do Class B £201.95 
Do Class C £210.42 
Finsbury Inc & Grwth Inv Tst 
2.5p - 

Fleming Geared Grwth Inv Tst 


0-95p 

Do Units 8.55p 
Geared Inc Inv Tst 1.5p 
Do Inc 1.5p 
Glasgow Inc Tst lp 
Great Universal Stores 6p 
Greenafls lO.OIp 
Halifax Cflrd FRN 2003 
£368.91 

Homefoans (No 2) Class A2 

Mtg Bckd FRN 2028 £195.17 

Do Mezz £210.67 

int Bank for Reconstruction & 

Dev 11M>% Nts 2001 £111-25 

Irish Permanent Treasury Gtd 

FRN 1999 £19.45 

Jersey Elec A 24p 

Legal & General Recovery Inv 

Tst 1.75p 

Lloyds Bank Prim Cap Und 
FRN (Ser 2) $1 53.25 
Do Prim Cap Und FRN (Ser 3) 
$300.50 

Do Sar B Var Rate Sb Nts 
1998 £197.40 

Lloyds TSB Var Rate Sb Nts 

2003 £205.68 

Lonrho Rn 6% Gtd Cv Bd 

2004 £30.0 

Do 8% Gtd Cv Bd 2006 £40.0 
Lucas Inds 6 %% Cm 1st Pf 
2.27SP 

Maple Mortgage Sec No 1 
Class A1 Mtg Bckd FRN 2030 
£90.60 

Do Class A2 £1977.07 • 

Do Class B £2069.32 


Midland Bank Sb FRN 2001 
£98.93 

Morgan Grenfell Und Prim 
Cap FRN 5309.65 
Mulberry 0.75p 
Narhorough Plantations ip 
Nat West Bank Prim Cap FRN 
Ser C$151 .67 

Do Und Var Rate Nts £212.67 
New Zealand Inv Tst 4.75p 
OUM Cv Tst 4.5p K 
Do Units 13.5p 
Qrbis 0.35p 

Royal 8ank of Canada FItq 
Rate Db 2005 $4424 
Temple Bar Inv Tst 6% Cv Un 
Ln 2002 £3.0 
Thom 3.7p 

Tokyo- Mitsubishi Int Sb FRN 
2000 $15482.64 


Do Units 2JZ5p 
Gartmore Smaller Co’s Tst 
5% Cm Pf El .75 
Gibbon 7% Cv Cm Pf 3.5p 
Good head 0J2p 
Honda 514% Cv Bd 1998 
Si 31 55 

London a St Lawrence Inv 5% 
CmPf 1.75p 
Parkland 4.2% CmPf2.1 


IZ.Ip 
Pf 725c 


Toja^s Tljes 1.2p 


l.85p 
Vega 1.91p 

Wells Fargo Sb Fltg Rate Cap 
Nts 19983151.67 
Do Sb FRN 2000 544.72 

■ SATURDAY 
FEBRUARY 28 
Bankers Inv Tst 1.5p 
Derby Tst 9.0144p 
Ecclesiastical Insurance 13% 
Db 2018 £6.50 
Electricite de France 1216% 
Gtd Ln 2008 £312.50 
Gartmore British Inc & Grwth 
Tst 2.25p 


Prowling 14Vs% Cm PI 7.25p 
SDX Business Systems 1 .6p 

■ SUNDAY MARCH 1 
American General S0.375 
Coventry Bldg Scty 12%% 
Perm Int Brg £60.625 
Rdelio Tst No 3 Step-Down 
Coupon Amtg Nts 2015 
DM161.36 

London 2*s% Cons 50.625 

Do 3% Cons £0.75 

Low & Bonar 5Vs% 3rd Cm Pf 

1.925p 

Do 6% 1st Cm Pf 2.1 p 
Do 6% 2nd Cm Pf 2.1p 
Metropolitan Water 3% B 
1934/2003 £1.50 
Mexico 161*:% Ln 2008 £8.25 
Oldham 1114% Rd 2010 
£5.625 

Sains bury (J) 8% Irrd Un Ln 
£4.0 

Sanctuary Hsg Assoc 8%% 
1st Mtg Db 2031 £4.1875 
Slough Estates 4.1 25p 
Do On Cv Pf 4.125p 


UK COMPANIES 


■ TODAY 

COMPANY MEETINGS: 

Mtnm Bac, SuffoBc House. Fordham 
Rood. Newmarket, 11.00 
1NVE6CO RacawyTlt, 11. 
Devonshire Square. EC.. 1ZO0 
MountcasliaL Grant Thornton House, 
Melton Street, Euston Square, N.W.. 
2.00 

NFC, Institute at Directors, 118. Pafl 
Mad, aw.. 1200 

Troott. Bedford Lodge Hotel. Bury 
Road, Newmarket, 11,30 

BOARD MEETINGS: 

Hnate 

Brewfei DolpMn 

ConfsurTct 

RdeWy European Vsiues 

HSBC 


Apeflo MatnH. ApoBo House. Rertfem 
Rood. Tysetey. B ir ming ha m. 10.30 
Crabtree, Kfogsway, Teem Valley. 
Gateshead. 230 

HU Samuel UK Em eig ln a Co's foe 
Tst. 204. Great Portland Street. W„ 
11.30 

Murray Em er gi ng Economies Tst, 7. 
West Nfle Street, Glasgow, 1230 
Ttton, international House, Peartree 
Road. Stanway, Colchester, 10J30 
BOARD MEETINGS: 

Finals: 

Admind 

Aritva 

Capita 

. Dixon Motors 
Easynet 
Nat West Bonk 
Radius 
Serna 
Interims: 


11 JO 

Greenwich Res, S. North Colonnade. 
Canary Wharf. E. 12.00 
New Zealand low Tat; Chamber of 
Shipping. 12. Carthusian Sr. EG, 
1200 

PWS. 52 Minonos. EG. 12.00 
BOARD MEETINGS: 
finals: 

BWD Sac 

Commercial Union 

Domnich Hunter 

Guardian Royal Exchange 

Herald Inv Tst 

Parity 

Prudential 

Shires Smaller Co's 

Vardon 


Centrica 
Ctarfca (T) 


Mayflower 
Ultra Elec 
Interims: 

Adwwst Automotive 
Corremsiity Hospitals 
Gyrus' 

Regent tans 

■ TOMORROW 
COMPANY MEETINGS: 


Pactflo Horizon Inv Tst 
Pffco 

Sinclair [WmJ 

■ WEDNESDAY FEBRUARY 25 
COMPANY MEETINGS: 

AMnist Emerging Economies Irrv 
Tst, 1, Bow Churchyard. Cheapskte. 
EC, 1230 

Acstos & Hutcheson, TaAow 
Chsndera Has. 4. Dowgaie hb. EC.. 


Interime: 

Logics 

Verity 

■ THURSDAY FEBRUARY 26 
COMPANY MEETING: 

City Site Estates, Royal Scottish 
Automobile Chib. 11. Bfythswood 
Square. Glasgow. 10.30 
BOARD MEETINGS: 

Finals: 

Abbey NatkmM 

Beta Global Emerging Mkte 

Branme (TF i JH) 

CaMerbura 


Estates & General 
Green Property 
Lasmo 
Liberty bit 
Lionheart 

London Bridge Software 
Morgen Slndafl 
Norish 
RTZ 

Smith & Nephew 

Wembley 

Interims: 

Brunei 
McBride 
Muddow(A& J) 

Quanta Mumo 

■ FRIDAY FEBRUARY 27 
BOARD MEETINGS: 

Finals: 

Antonov 

Battle Gifford Shin Nfopon 


Go-Ahead 

Company meetings, am annuel general 
meetings unless otherwise staled. 
Reports and accounts are n& evaBable 
until six weeks after the board meeting 
to approve the ptelfninary results. Th»s 
na Is not comprehensive. 


Financial Times Surveys 


Retailing 


Tuesday March 17 


For more information, 
please contact: 

Jane-Emma Peerless 
Tels +44 171 873 3309 
for a copy of the synopsis 
email: jane-emma.peerIess@fLcom 


FINANCIAL TIMES 


No FT, no comment. 


CONFERENCES & EXHIBITIONS 


Conferences 
& Exhibitions 


Aw: +4 
Email: I 




MflCtf2&3 
Flower In Asia 

Fc4*mg on Aria's firamrial tnnnoil and 
ii^ffect an the region 'i power sector 
mum programmes. Senior exec u t i ves' 
firi The World Bank, TtelnKnutioaal . 
Ejergy Agency. Ministry of Electric 
IKcr - Chora. NatkwalJEneigy Pptiey ' 
Cfict: - Thailand, The Tokyo Electric . 
jwer Company Inc. wiH be among the 
(eaters addressing this FTcodfetritca 
nquiriec Lucinda Roberts, 
fT CcnTcaences Tel: 444 171 S96 2130 
.rex: 444 171 896 ZWtiCGOT". 

: lacaidaiOpeaiw»frok 00 m 

. LONDON 

MARCH 3, 10, 17 _ 

Personal InvastiTMint and 

I Trading Course 

1 Cdonci Ibr bypostas, to ondenand and 
I trade for their personal portfolio or 
/ pension accounts. Covering stmts, bonds, 

^ futures, and options. Fundamental and 
technical analysis, mdnig psychology, and 
constructing a personal trading plea 
included. 

Three evenings, 7.0# - &A0 pot 175.00 
Bookings: Michael Ronumek 
Tel: 01 71 73 L 6996 

Fulham Palace, LONDON 

MARCH 3-4 • " 

The Added Value Finance 
Function 

Now ihai more basic fnacriraK ire 
outaouTced, this conference examines 
ways at which senior finance «wocoifves 
arc increasingly focusing on higher value 
added, decision support activities to serve 
stran^k: tuaness otjeohes. 

Contact: Jane Mills 
Tel: 0181 S79 3355 
Fax: 0181 879 1122 
Enoit janui^s(gtun»4ne&gppwauiL 

LONDON 

MARCH 5 

Central and Eastern Europe - 
Investment Forum 
pLmEcon and Standard & Poor's DR1 
assess the East European and FSR 
investment climate including banking, 
energy and automotive iflduitry 
analysis. Seminar features Mr. Sergey 
Alexxsbenko. first Deputy Chrirman of 
the Central Bank of Russia and Mr. 
Svetas lav Gavriisky. Governor of the 
Bulgarian National Bank. 

Cornecc Corinne Rcdoonei 
in London UIS1 545 £212 
Internet: hnp'J’Avw-w.planecoii.ctnn 

The Brewery. LONDON 

MARCH 5 & 6 

The 4ffl Annual World Steel 

Conference 

Saucy Fjccurivrs front Kobe Sb#L Ltd, 
Usinor. Arbed. Birmingham Steel 
Corporation. German Steel Federation, 
Ttaro-WoiU iStrdl Umhedi Metateusaia 
and CSN Steel will address this 
FT Conference, organised with CRU 
Iruematkiul. 

Eaquirics! Lucinda Robots. 

FT Conferences Tel: 444 171 896 2120 

Fox: v44!7n»6 2696 - 

Email: fW^peanw-fo^ajm 

LONDON 

MARCH 5-6 
Fundamentals of Swaps 
- Market HHtfry Development 
« Swaps Market Flayers - Baste Swap 
Mechanics - Imeresr Rate Swaps 

■ Currency Swaps • Swaps Maths 

■ Ptatfind Application* 

2 Days £795 4 VAT 

Contact: Btrehm international pi* 

Tel-0171 62« 4112 
Fax; 0171 62*4115 
Email; bjretriiunmi 

LONDON 


MARCH 6 

^Mtershlp fonr ttw. 21 ^ ! 
Century 

David Basket of Barclays Bank. Bridget 
Blow of Itner ami Kenneth Foster of 
Motorola will share with you their 
experience of sutcessful leadership' 
wMtjn tti^oiga B is ati QM:- a..-. - ^ : 
Contact: AGsoa Williams « The 
Indnarial Socieftr ' 

Td:fH7l 479 1000 
Roc 0171 479 1 li 1 

LONDON 


EstaUtthhig a Financial 
Shared Services Centra hi 
Europe 

• Caso stories • HR • Metrics ■ ' 
Strategy^ Treasury and Bum 
Irnp/ernontation - IT& Security* 
European locations • Legal 
structures - Tax planning 
Over 20 presenters from SSC 
p io neering c w punrtl m ts, BpecMtea 
consultancies and banks, and 
tearing authorities Including Paul 
S tt ass man n on the CFO/CJO ' . . 
imarlacs; AA's Dan Maiacixjk on 
Euro location strategy. 
2dayccntsroncec£BB0 
EncyiiirisBtKMiCmtanat 
43931 6608222 . 
VfotaRKUtpatfomwfiresBjcofn 


MARCH 16-27 
Global Credit Analysis 
Intensive coarse based on American 
banking credit training principles. 

* Evaluation of corporate management 
strategies • Non financial information 

* RiskAidustryAatrincss analysis • Review 
of ram financial rawnum ■ Company 
dynamics • R na n cial and ratio analysis 

' • Cashflow analysis • Credit facility 
structuring * Corporate failure r Asset 
Itased tiirauig'focemaiional case snsties. 
ContuctBPP Training. & Consultancy 
TO: 0171 S28 8444 Rtx: 0171 6287818 

Email; h|ipiihihj igl riiin[« iimipJMi 

CENTRAL LONDON 



Dublin Castle, DUBLIN 


Conferences 

& 

Exhibitions 


MARCH 12 

Corrqatoence In Supply Chain 

binovadon and Effectiveness 

One day workshop whh' Professor 
Andrew Cox, author of Brnbtea Success, ' 
on Supply Chain Innovation and 
Effectiveness. Toot arid techniques for 
competence In supply chain innovation 
anl effective leverage maD tadustriri and 
service contexts explained and 
danonstnied. £395 ex rat. 

Coruacc 

TO: 0121 4143221' 
fte 0121 4143317 

BIRMINGHAM 

MARCH 12 

Investing In Gulf Stock 
Markets 

A one-day event to define the character 
and opportunitie* of the stock markets of 
Bahrain. Kuwaii, Oman. Qatar andSandf 
Arabia for stockbrokers, investment 
analysis, advisers and aB those active in 
the financial msikecs of the Middle East 
Contact: MEED/MEEDMONEY 
Conferences 

TeL- 0171 470 6407A>200 - 

Fav 01 71 4*0337 

e-mail: mk^tadlSfeKedjmnpxcuti: 

p^yrni Park Porte BoteL LONDON- 


World Class Retailing 
The 1998 Retail Week/ 

BRC Ceirierence 

Meet the world feeders of rated 
at litis Intnracthro conlerenca ~ 
stare the experiences of global 
retaing. Speakras InctadK 
Tfcny Leahy -Tesco, 

Graham Vlfeflacs - Catio & Wireless, 
CtarieaDunstorie - Carphone 
Warehouse, 

Nefth Edalman- Storehouse, 

'Abn Gtes- Vtetwstonos. and 
Paul Ctantxi- Liz Oafcoma he 
Sponsors: Kurt Srimon Associates 
and Cable & Whelms 
Enquiries: ReMctaAtbrel 
TO: +44(0)181 2773353 
Fax: +44 (0)1 81 277 53S0 
amnfcpBtaigfoiadsisaaftiapxoaA 


London 


MARCH 18-19 
So You Were to Buy? 

Packaging Machinery - 
Parts 1 & 2 

Se mror s aimed at providing both first 
time buyers and experienced specifics 
with an objective assessment of the 
varioos types of packaging machines 
which are available. 

Fcr more infonxaxkm please contact 
Ecfly O 'Connor PPMA I Jtl 
Tel: 0181 681 8226 
Fee 01 81 681 1641 

NORTHAMPTON 

MARCH 19 & 20 
Korea: A unique opportunity 
to meet the New Leadership 
An FT Conference 
This timefy conference win be the firs to 
be addressed by newly-elected Preside™ 
'Rhn Dae Jung and his incoming 
government, providing the international 
business and financial communities with 
foe opportunity to review new gov ernm ent 
policies tod assess impiiatictu for foreign 
tewexanem and trade. 

Contact: ChrisUpber Kelly. 

PT Conference* Td: +44 171 896 2633 

Fax: 444 171 89676% 

Email: fc^pearaochprojcom ' 
__^^^^Tltam»gjSEOUL 

MARCH 20 

Beyond The Yeer 2000 

Critical rr issua for foe nod nriBetnkim: 

■ Euro implementation - competing o the 
ocw euro ^ icnMcd cmuppm 

ECommcra - capicaliUDg on busineu 
cppcnnrtOES co foe TNtb • Year 3300 - foe 
next nep - wring, suSrnd hesifo eheefc. A 
>ficre Fseus aemhur specifically for the 
ICLeoamurnty. 9.00am- I5J0pm. 
Enquiries: Miao Focus Events Team 
'TO; (016351 32646 
Enuril: ch@rnfltdLoa.uk 
Web: WwjDerotocuun.uk 

Victoria & Albert Hold, 
MANCHESTER 


MARCH 22 -APRIL 4 

Retail and Wholesale Banking 

Seminar 

Far dealers/ban k era from ihe 
international markets. Residential 
seminar emphasising Holes between 
retail banking and wholesale markets 
incl dealing simulation and City 
educational visits. Full details on 
website http^Avww.lywood-davklco^k. 
FnQy indurive price: 

GBP4.450.M4 VAT 
Lywood David Imemstionsl Limked 
Booking try fox: UK 44 (0/1732463015 
LONDON 

MARCH 23 -25. 

Evaluating Banks 

• Banking Supervision and Regulation 
■ Financial Information * Key Ratios 
and Capital Adequacy • Political. 
Economic, Social and Technological 
Risks - Country Risk Exposure Analysis 

• Emerging Markets • The Role of 
Credh Rating Agencies 

3 DAYS £975 4 VAT 

Cottact: Birchin International pic 

TO: 0171 628 4112 

Fax: 0171 62S4I13 

Email i bjrehire^'binfoizLctni 

LONDON 

MARCH 23 - 25 
Fixed Income Securities 

• Government Bond Markets • Domestic 
Markets • Eurobonds • Issuers. 
Investors and Intermediaries • Primary 
and Secondary Markets • Bond Trading 
Strategies • Hedging and Bond 
Derivatives 

3 DAYS *975 +. VAT 
Contact: Birchin International pic 
TO: 0171 6284U2 
Far: 0171 628 4113 
Email: birchm@b>in±inxofn 

LONDON 

MARCH 23-25 

Power Ink's International 

Private Generation Workshop 

htessoekaion with Mott MacDonald. 
Three day intensive course designed to 
provide participants with a detailed 
understanding of the content and 
structure of (he agreements that underlie 
SDCccasfui international power 
generation schemes. 

Sponsors; Dresdner Kleinwon Benson. 
TeL 44 10J1730 265095 

BRIGHTON 

MARCH 24 

Howto PhAFtom Improved 
Customer LoyaBy 

An all day structured opportunity to 
discuss customer service issues with like 
minded professionals who want to 
understand 'best practice'. Expen 
speakers start the discussion then 
syndicates of part i cip an ts examine key 
issues. For dris event and other customer 
sendee activities contact: 

The Customer Service Network 
Tel: 01934 74T102 Fax: 01 934 741 J 13 
EmaiL esnt^’cuaomcroetjom 
Wefcciie: www^uacxnemetxwri 

LONDON 

MARCH 244*5 
GULF 98 

Eneigy, Infrastructure & 

Finance in lha Mdda East 

Rear senior Gulf ministers, lop 
international business people and 
leading repreuaumives of irucmational 
agencies give an update an economic 
trends and major investment plans in 
ihe region over the next 10 years. 

Coronet: Michael Lcfantc 

TeLfll7i 47OMO7AS2D0 

ft* 0171 4300337 

e-mmL' roidtaellgteieedjsnapjcojd. 

The Beach Hotel ABU DHABI 


The 3rd International 
Rnancial Fraud Convention 
Financial Fraud presents the most 
serious challenge to the slabttty ol 
financial institutions and markets 
today. Tanad to coincide with the 
UK Presidency of G7 and EU. 
senior executives from 
multinational banks, ILG 1 , World 
Bank. UN. FATF. EU. US Treasury, 
wffl comprehensively examine 
recant initiatives towards a global 
standard erf fraud prevention, the 
vulnerability of institutions and 
markets, and strategies tor asset 
discovery and recovery. Applicgjle 
lor senior executives rasponsfoie 
for their organisation's compliance, 
supervision, and ttw protection of its 
financial and operational Integrity. 
Contact Tfevor Gee 
TO: +44 (0)17141 9 1000 
Fax: 444(0) 171 419 1050 
E-mafl: taft^Steici^fsaaidxom 
WlpiiwwwJknrKiaJfraLidxotii 

rm m. London 


Senior Pawer& Gas Executives 
5* Central & Eastern 
European Power Industry 
Forum (CEEPIF 98) 

March 24, Z& and 26 Warsaw 
Keynote: Minister EmB Wasacz. 
Ministry of Treasury, Poland. 
Privatization, finance, Regulation, 
plus Shell & Gazprom's 
Cooperation Programmes. 
Presenting Polish Power Grid 
Company. RAO, CEZ. National 
Power. MVM, PreussenElektra, 
ELES, REN EL, Ruhrgas, Statoil. 
Texaco. 

Post Conference Senrinar 
Energy Law/RaguliDon & Risk 
Management and Contracting 
Issues 

PsnnWMC&E 
Phone: 0031 302680963 
Fax: 0031 302650328 
hUpsQtoww^mimMA-eunYi&coin 


MARCH 24 -26 
European Banking & 

Rnancial Forum 1998 

Sixfo journal conference in which Czech 
Primer Minister plus top international 
politicians and bankers wilt discuss 
relevant issues of banking and financial 
sector by far not only in the Eastern 
Europe. 

Contact EB&FF Center 
Tel: +4202 35 J4 81-5 
Fax: +4202 53 3032 
email: ebflig'comenhisxz 

PRAGUE 

MARCH 26 & 27 
Medtenanean Capttal Markets 

The British Government, as Presidency 
of the EU. is pleased to announce this 
major two day conference, supported by 
the European Commission and FT 
Conferences, examining fast-growing 
capital markets of the Southern 
Mediterranean region. Speakers include: 
Mr Eddie George, Governor of The Bank 
of England, Dr Yousscf Boutros-Ghali, 
Minister of Economy. Egypt. Mr Andirf 
Azoulay. The Counseflor u> His Majesty 
King Hassan □ of Morocco. 

Enquiries: Sinn Fancoun 
Tel: +44 171 8962626 
Rix: +44 J7l 896 7606 
Email: non f(a'pearsocvpfO eon 

LONDON 

MARCH31 - APRIL 1 
Strategic Performance 
Measurement 98 

Our 3rd annual performance 
management conference helps you 
pinpoint the correct balance of 
measures, tmk them ro your strategic 
objectives and address the behavioural 
issues that can prevent effective 
measurement. 

Contact Jane Mitts 
Tel: 0161 879 3355 
Fax: 0181 819 1122 


Conferences 

& 

Exhibitions 


rv Entrepreneurs - How to 
Develop Maitets in ttie USA 

One day conference with 
distinguished panel of speskera 
Including: 

Professor Roger Needham, 
Managing Director, Microsoft 
Research Labs, Cambridge 
Other speakers will cover 
Venture Capital, Marketing, State 
Incentive Programmes. Export 
Assistance. Location 8 Legal 
Considerations, Banking. 

Royal Automobile Club 
£395 inc. VAT, lunch, reception & 
copies ol speaker presentations 
Contact EDNETi-Gtabal 
Business Association 
UK.-0181-7BO-3232 
USA: 2124XJ7-7TIO 
wutwgfobaHiusmessoig 


IBDNET™ 


London 




Second International 
Conference on High Frequency 
Date In Finance (HFDF-II) 

To promote discussion of 
theoretical and empirical analysis 
of nigh frequency (intraday) data 
in finance. 27 selected papers for 
oral presentation and discussions 
by leacting scientists. 

•Empirical market micros tructura 
•Market fiquidity and transaction 
costs 

•Risk management, correlation 
structure and extreme event 
properties 

■High frequency pricing trf 
derivatives 

•Econometric models on high- 
frequency data 
Contact: Karin dost 
Tel: +41 (1) 386 48 13 
Fax: +41 (1) 422 22 82 
E-maU: hfdf@olsen.ch 
Internet http J/www.ol3en.ch 

Zurich 


APRIL 5-8 

WrorfucSon to Leasing & Off 
Balance Sheet Financing 
A comprehensive introduction to 
instalment credit and asset finance 
products for the corporate market. • Hue 
Purchase and Leasing Facilities • Tax 
Considerations • Accounting Concepts 
and Tnatroenl • Structuring Transactions 
• Documenting Leases. 

3 Days £975 + VAT 
Contact: Bndtin International pic 
Tel: 017 16284112 Fox: 0171 628 4113 
Email: tuicltin@'bircluiLcvra 

LONDON 

APRIL 8 AND JULY 8 


LONDON 


Jffgficrfons for Mushy: Aprfifi 
Strategic Defence Review: July 8 
A iwo pan conference with topical 
subjects and top level speakers from 
Government, industry, the armed services 
and the Cay. Lord QiaJfom. Paul Beaver 
and Michael Portillo chair major panels 
« the SDR. Defence Industry Integration 
and foe Revtdutiro in MdiMiy Affans. 
Enquiries Ciryforum Ltd 
Tel: 01 225 466744 Fa*: 01 225 442903 
email: lObTOS^TO^Gm^Juservexom 
LONDON 


APRIL 20- MAY 1 
Global Trading and 
Capita] Markets 

Detailed view of the securities markets. 
Examines the main products groupings 
logetber with trading techniques and 
associated risks and fx as it affects the 
Capital Mallets: • Bonds ■ Swaps and 
Swaptions • Equip, • Futures • Options 
• Foreign Exchange. Rill course outline 
available on request. 

ComacuBPP Training & Consultancy 
Tel: 01 71 6288444 Fax: 0171 628 7818 
Email: bppiraininaJcompuservc.com 
CENTRAL LONDON 

APRIL 20 -JUNE 8 
FT-CHy Course 

The FT-City Course, which takes place 
over eight weekly afternoon sessions, 
provides an excelkru introduction to the 
workings of the City of London as a 
major financial and trading centre. 
Authoritative speakers will include: Mr 
Paul Dl-v. LIFFE: Mr Clive Lceighuro. 
Association of British Insurers. 
ItegBmuxxBAfoquirics: Son Fanceun. FT 
Confenaves 
Teb i+44j |7l gpti 2120 
Fox: (+44, 171 tWo ZteWltefl 
Email: sun% , pcarsc«l-proxrfii 

LONDON 

APRIL 27-23 

Creating Vferiue for Shareholders 
Why leading companies are choosing 
value creation as their primary 
corporate objective, how ft is measured: 
the steps to achieve a value -managed 
organisation. A workshop for non- 
financial senior executives. 

Organised by Laffeny Training. 

Further information, contact: 

Celeste O'Callaghan 

Tel: 1+353; I 671 8022 

Fax: t+353i 1671 8240 

Email: cocallagharairljfTcrty.ic or view 

our website at www.latTcrry.ed.iik 

LONDON 


APRIL 28 

Data Mining Business Benefits: 
Applications and Case Studies 

Dau Mining for Business User • Various 
Techniques and their Applications 

• Developing and Employing Customer 
Knowledge Resources to Optimise 
Customer Value • Applying CBR and 
Knowledge Management at BT 

• Exploiting Geodcmocraphics. Case 
study presentations by ISL: Attar 
Software: Benv Consulrintr- BT 
UNICOM 

f 01895 256484 f; 01895 813005 
inrcuamnico rn.co.uk 

LONDON 

APRIL 29 

Data Mining: Customer 
Analysis and Marketing 

Data Mining and Marketing: Hunching, 
not crunching • Foots Gold or Data 
Nuggets • Profiling and Enhancing Active 
Customer Databases • Catalogue (Direct) 
Marketing of Consumer Products 

• Gaining Strategic Advantage vb Mkro 
segmentation • Case Studies. Presenters: 
ISL: Bnmu CACL Equifax; SAS Institute; 
Business. Objects: Brand University 
UNICOM 

r 018V5 2564 84 ft 01S95 SI 3095 
infoia 1 umcom.co.uk 

LONDON 

JUNE 22 & 23 

The 21“ Annual FT World 

Gold Conference 

Confirmed speakers include Mr Peter 
Fava. Chairman, LBMA. Head of 
Prctiou- Metals. HSBC Midland: Mr 
Bobby ijodsdl. Chief Executive Officer. 
Anglogold: Dr Stewart Murray, Chief 
Executive, Gold Fields Mineral Services 
Ltd: Dr Rudolf Trink. Head of Treasury. 
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THIS WEEK 


I n the old days. Japan's elite 
disembowelled themselves 
with Samurai swords. Last 
week, Shokei Arai, a Japa- 
nese politician, chose a more 
modern method of suicide. 

As his wile popped out of the 
plush Tokyo hotel where they 
were staying, Arai, 50. crept into 
the bathroom. There he hanged 
himself with his bathrobe belt 
from the air conditioning duct 
The reason? Aral had recently 
been questioned by prosecutors 
about his part in a corruption 
scandal that has dogged Japan in 
recent months. The press bad 
declared he was about to be 
arrested that afternoon. 

Such a suicide is shocking in 
any country. Viewed in Japan 
this winter, though, it stirs up a 
confusing welter of emotions. 

Aral's death is the fourth to 
have been linked to an anti- 
corruption drive that has mes- 
merised the country for nine 
months. Last summer, a senior 
banker hanged himself. Last 


Witch 


month, two bureaucrats also 
co mmi tted suicide - oae by throt- 
tling himself with his own tie. 

And as the bizarre and tragic 
tales tumble out. the problem for 
any onlooker is not just working 
out what is going on in Japan but 
Just what to feel about It. 

Should the anti -corruption 
drive be welcomed as a badly 
needed sign of reform In Japan? 
Are these deaths just a reflection 
of Japan's tradition of ritual sui- 
cide? Or is there something sinis- 
ter afoot? 

As one western diplomat said 
recently: "I Just don't know quite 
what to feel. Perhaps Ithe scan- 
dals] are healthy. But they leave 
a nasty taste in my mouth.” 

Last spring, the issue seemed 
clearer. When the prosecutors 
launched a raid on Nomura Secu- 
rities then, amid allegations it 


-hunt reaps a grim 



DATELINE 


Tokyo: Publicity 
about the recent 
corruption 
scandals may force 
Japanese society to 
change - but at 
a cost, writes 
Gillian Tett 


had been paying corporate racke- 
teers - or sokaiya - many 
observers cheered. 

After all. tales about sokaiya 
have been endemic for decades. 
The sokaiya are unsavoury Indi- 


viduals. ( Tlamping down seemed 
a sign of badly needed reform. As 
YosMhiro FuSi. a journalist with' 
the Nikkei newspaper says: 
“Japan needs to change to 
become more globalised. All this 
is a sign of change." 

This “change" has gathered 
pace. When Yamaichi Securities 
collapsed in November, it 
emerged it had been illegally hid- 
ing losses. Last month, there 
were new revelations of banks 

lavishly entertaining the bureau- 
crats regulating them. And this 
month Arai was accused of 
receiving illegal profits from 
Nikko Securities. He denied this. 

To those familiar with the Jap- 
anese system, none of these "rev- 
elations” are a shock. The real 
surprise has been the reaction of 
the press and politicians- After 
decades of silence on such issues. 


Japan’s media have covered the 
recent tale with, moralistic glee - 
and without any . apparent criti- 
cism from the government. 

Perhaps this is good. But it is 
difficult not to feel distaste. Little 
in Japan is ever as it seems. And 
the anti-corruption drive Is not a 

simple tale of crime and truth. 

Take the prosecutors’ office, 
the institution that has been 
driving the investigations in the 
past year. Little Is known about 
it, and its motives are unclear. It 
claims never to talk to the press,' 
but has been briefing favoured . 
Japanese journalists recently 
with leaks - with devastating 
results. 

Daily allegations about the 
“crimes” have appeared in. 
favoured papers, well before any 
arrests. So have the namas of the 
targets. In Japan, where the legal 


system Is flimsy, there Is little 
protection from lawyers. Public 
judgment, in. other words, does 
hot wait for the .courts. 

The prosecutors might argue 
such tactics are necessary. 
Changing Japan, after all, is a 
massive - endeavour. And their 
behaviour is certainly" not 
Tiniqup The Clinton scandal in 
Washington, for example, has 
hardly been a savoury affair. 

But there is still a disturbing 
sense of hypocrisy afoot. As the 
scandals have broken, prosecu- 
tors have seized a few individu- 
als. Then as the blinking targets 
have emerged into the media 
limelight, an orgy of criticism 
has been nnleashed. 

Few believe these are . isolated 
“criminals”. Sokaiya, or "wining 
and dining”, were previously 


were the politicians' dealing 
with brokers. “Wbat Aral i 
accused of is what many othei 
politicians were doing. He jusi 
got targeted." says George 
Curuby, a Tokyo consultant 

Again, ffie prosecutors might 
retort they can only act on evi- 
dence. And their targets have 
broken Japanese law. But to out- 
side eyes, it smacks of scapegoat- 
ing. And Japan is a group- 
oriented culture where rejection 
Is one of the cruellest fates. As 
Yukio Saito, a suicide counsellor, 
says: "Isolation is a key factor in 
suicide. Arai was very isolated 
before his death." 

Was this what drove Aral to 
frawg himself? Nobody knows. 

But as the corruption scandal 
continues, the mixed emotions 
will not die away. Future histori- 
ans may conclude that these 
events have brought real reform 
in Japan. But four suicides is a 
grim toll. It Is hard to escape the 


The Monday Profile: Sven-Christer Nilsson, Ericsson 

Upwardly mobile 



S ven-Christer Nilsson 
guessed he might be up 
for promotion when he 
was summoned to the 
office of Lars Ramqvist. chief 
executive of Ericsson, last 
month. Mr Nilsson, a general 
manager in the Swedish group's 
mobile telephone systems busi- 
ness, knew he was among a 
group of executives being 
assessed for top management 
positions. But when Dr Ramqvist 
asked if he wanted to take over 
running the company, Mr Nilsson 
was stunned. “I asked myself ‘is 
this real?'.” he says, his face 
creasing into a grin. “I knew 1 
was being looked at. but I never 
had a thought I'd be asked to 
succeed Dr Ramqvist.'' 

The affable Mr Nilsson is 
described by co-workers as “low 
profile”, and he harboured reser- 
vations about tbe job's high visi- 
bility. He accepted only after a 
week of taking soundings among 
family and colleagues. 

“Obviously there is a very dif- 
ferent perspective between being 
a business unit manager and the 
very public position held by the 
CEO. But 1 will learn to handle 
it." he says. 

Mr Nilsson relishes the job 
ahead. The industry, he believes, 
is at a turning point as the multi- 
media revolution pushes telecom- 
munications companies into com- 
puter software while computer 
companies eye opportunities in 
telecommunications. 

“We are at a point where the 
telecommunications industry has 
to break new ground, and the 
same goes for the computer 
industry. We at Ericsson have 
very much to contribute to this 
new world of tofoeom.” 

Rumours that Dr Ramqvist. 
who turns 60 this year, wished to 
step aside and let a younger hand 
tackle such issues had been in 
the air since last year. 

But his replacement by 53-year- 
old Mr Nilsson - little known 
inside Ericsson, let alone exter- 
nally - surprised employees as 
well as financial analysts. At the 
ensuing press conference, one 
senior Ericsson executive admit- 
ted he had no idea what Mr Nils- 
son looked like. 


Making his face known will be 
his most immediate task. Already 
his diary is bulging with dates of 
meetings with suppliers, custom- 
ers. investors and staff. Whether 
he joins the elk hunts favoured 
by many top Swedish directors is 
another matter. Mr Nilsson, who 
lists family life among his inter- 
ests. prefers sailing and hiking. 

An Ericsson employee since 
1982. he brings several advan- 
tages to bis chief executive’s 
post An engineer by training, he 
has worked in product design 
and marketing, so understands 
the link between factory and cus- 
tomer. "One should remember 
that it is our people out in the 
subsidiaries who are actually 
doing the job. We as managers 
hopefully can make it possible 


for them to operate," he says. 
During the 1970s he worked as a 
designer of computer-related tele- 
coms equipment - experience 
seen by Ericsson’s hoard as valu- 
able amid the convergence of 
telecommunications and data. 

Before being named chief exec- 
utive be held a prominent role in 
Ericsson’s North American cellu- 
lar business, heading operations 
In mobile telephone standards. 
His familiarity with the US mar- 
ket, Ericsson's largest, should 
serve him well, especially if the 
company - as many expect - 
seeks to bolster Its software 
expertise through bolt-on US 
acquisitions. 

Mr Nilsson's cellular telecom- 
munications background is also 
an important advantage. The 


business accounts for 68 per cent 
of group sales and its prosperity 
is crucial to Ericsson’s growth. 

A decade ago. Ericsson's main 
business was supplying fixed-line 
networks to largely state-run 
public telecommunications opera- 
tors. Outside Sweden, the com- 
pany was little known. This 
changed during Dr Ramqvist’s 
eight-year tenure. Spotting the 
potential of cellular telephony, he 
pumped billions of kronor into 
turning Ericsson into a leader in 
the sector. As the world mobile 
phones market exploded, so the 
Ericsson name emerged as a 
global consumer brand. James 
Bond even appeared with an 
Ericsson gadget in the latest 007 
movie. 

Mr Nilsson understands that 
r unning a consumer-led business 
requires a more sophisticated 
marketing strategy. He acknowl- 
edges too that running a com- 
pany with 100.000 workers world- 
wide will demand much of the 
organisational tr aining gleaned 
from his years as an artillery 
reservist in the Swedish army. 

So what management style will 
he bring to the job? "My goal has 
always been to bnild teams 
where people complement each 
other. I like people to be reason- 
ably in agreement over what we 
do. although I can be authoritar- 
ian too,” he says. 

He aims to expand Ericsson’s 
20-strong top management, pro- 
mote decentralised decision- 
making and cultivate a more 
entrepreneurial culture. 

At his side will be Dr Ram- 
qvist, who will become chairman. 
The two met in the mid-1980s 
when Dr Ramqvist was Mr Nils- 
son’s boss. Although Dr Ram- 
qvist will influence strategy, he 
wants to relinquish operational 
control. Mr Nilsson is likely to be 
given a free hand. 

In fact, he could do worse t h an 
take the odd leaf from his prede- 
cessor’s book. In his eight years 
Dr Ramqvist delivered annual 
earnings growth of more than 30 
per cent. Should Mr Nilsson emu- 
late that, Ericsson's shareholders 
will be more than happy. 

Greg Mclvor 
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FRAUD TRIAL JURIES \ 


Why is this an issue now? 

The UK government is considering getting rid of 
juries altogether, or at least reducing their role in 
complex fraud trials.' This would be a radical 
departure from the cherished tradition that a citi- 
zen is entitled to be tried by bis peas. 

What prompted this? 

Remember trials such as Blue Arrow and Maxwell 
which ended with newspaper headlines such as 
"Serious Fraud Office fiasco”? 

Each trial lasted several wnnths and cost many 
millions of pounds in public money, particularly 
for legal aid bills. Yet both trials, for different 
reasons, were widely regarded as examples of how 
tiie present system of prosecuting alleged fraud is 
less than satisfactory. Howls of protest about the 
inadequacy of the system followed in legal circles, 
the press and other media. 

But I thought the Serious Fraud Office was to 
blame for all this because it foiled to do its job 
properly when bringing prosecutions. Why is the 
government blaming juries instead? .. .. 

The SFO dropped a few dangers, particularly in 
fts early years, but even defence lawyers say 
much of tiie criticism of it has been undeserved. 
The bulk of the problems in prosecuting fraud 
effectively are deeply rooted in the criminal jus- 
tice system and more intractable than many 
people suppose. Slimming down cases is not -as 
straightforward as some retired judges have been 
saying in the newspapers. 

The capacity 0 f a jury to understand complex 
fraud remains a fundamental issue. Some ques- 
tion jurors' ability to understand mmpimr finan- 
cial transactions or the way modem companies 
and business people work in practice. 

Others say the amount of evidence in fraud 
cases is so enormous that making trials manage- 
able for a jury has proved impossible in practice. 
The Blue Arrow trial imploded because too much 
evidence was presented. The Maxwell trials ended 
with prosecutors able to present only one fifth of 
.the evidence it wanted to show the jury. . . 

•. . ■ . • " '• . ‘ - * r ■ 

But how do we know far. sure .that juries are 
unable to deal with these cases? 

We don’t Any evidence either way is purely cir- - 
cumstantial and will remain so until proper jury 
research is carried out However, the government 
has said it will consult on these proposals without 
conducting jury research first Research would 
take a long time and always remain speculative,, it 
said. .... 

I can understand this public concern when vast 
amounts of time and money are consumed on 
individual trials. However, to the Blue Arrow, 
and Maxwell cases, all those cm trial were even- 
tually acquitted. Is that relevant? 

That’s a very good question. It does seem to be ' 
tbe case that the furore over the competence of 
juries in fraud trials usually only occurs when the ' 


ex ec utives in the dock are acquitted. When they 
are convicted and then thrown i^ito Jail by the 
judge, the juries seem to he widely applauded for 
their wisdom. \ 

However, as defence lawyers point out, not 
everyone who eofls up in tbe dock automatically 
deserves to be found guilty. Jurors can be doing 
their job perfectly properly whe* acquitting 
defendants. \ 

A basic principle of British law is the presump- 
tion in favour of innocence. In other yards, a few 
guilty people walking free is considered a price 
worth paying to avoid innocent people^ being con- 
victed and spending years in jail Any lefonn will 
have to address this issue ^ 

So there is a lot of politics about all this then? 
.Certainly. Many people, object to wealthy execu- 
tives claiming .huge sums in legal aid tohire top 
lawyers to represent them and vrimiiAg their 
acquittals. Labour MPs have protested Strongly 
about this in tiie past l 

Also, the City's reputation is not helped# it is 
widely perceived that the criminal justice ystem 
allows crooks to get away with major fifrincial 
crime. \ 

So what is the government proposing? i 
There are four options: \ 

• \ Special juries where jurats are required lave 

minimum educational qualifications or. proes- 
gj final expertise ] 

*■ Abolition of juries and instead having trial^ in 
front of a judge- alone. -’ . . - 1 . 

. • ' Tribunals consisting of both a judge ary lay 
-assessors. ' - ; . .• 

• Reforming tiie presort system to give judges a 
greater role in deciding crucial isaes. 
Juries would be left answering simpler questons 
about whether defendants’ conduct was hODet or 
not . 

Would any of these work any better? 

They, would all make fraud trials shorter ad 
cheaper- But whether ihey .were better ableto 
ddivef justice is uncertain.; Ail the' 'options re 
open to cri t icis m , notably for creating an elifct 
system. 

What is tiie most likely outcome? 

The government insists it has no preferred optiq 
mid may indeed decide to make no changes at al 
However, initial betting among lawyers seems t 
favour reform that keeps a strong “lay" element 
Unique powers allowing the SFO to compel sus 
pected fraudsters to give evidence, removing then 
“right to silence”, were introduced in 1968 without 
public protest Some encroachment on the role of 
juries in fraud cases would seem politically 
possible now. However, getting rid of juries from 
fraud trials altogether might prove a harder act to 
sell. 

John Mason ! 
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! Germany has never been a 
fertile field for Keynesianism. 
, While Britain actively pursued 
demand management policies 
following the second world war, 
governments in Bonn and the 
Bundesbank in Frankfurt paid 
more attention to monetary and 
price stability. 

But now Oskar Lafontaine, 
leader of Germany's opposition 
Social Democratic party, is 
bringing Keynes into the Ger- 
man economic policy debate. The 
man who aspires to lead tbe 
opposition challenge to Helmut 
Kohl, the chancellor, in the Sep- 
tember 27 general election wants 
to turn present government poli- 
cies on their head. 

Faced with nearly 5m unem- 
ployed. Mr Lafontaine’s prescrip- 
tion is to boost demand by lifting 
purchasing power rather than 
pursuing supply-side policies of 
wage restraint, deregulation and 
rolling back tbe activities of the 
state in society. 

The SPD leader has a guru: 
Heiner Flassbeck. head of eco- 
nomic policy studies at the DIW 
economic research institute in 
Berlin. According to Mr Flass- 
beck, an important source of 
Germany’s ills has been the 
failure of wages in recent 
years to grow in line with pro- 
ductivity. 

His arguments are summar- 
ised is the accompanying table. 
Rather than encouraging invest- 
ment and new employment, 
wage restraint has discouraged 
companies from taking on fur- 
ther staff because demand at 
home has been depressed. 
Admittedly, German exports 
have thrived. But this, Mr Flass- 


Peter Norman - Economics Notebook 

Challenge to the old order 

A change of leader in Germany could turn policies upside down 


beck says, has been a “beggar 
my neighbour" policy that has 
depressed activity abroad, and 
notably among Germany’s Euro- 
pean trading partners. 

Both Mr Lafontaine and Mr 
Flassbeck contrast Germany’s 
experience with that of the US. 
Mr Lafontaine told the Bundes- 
tag recently that expansionary 
fiscal policies in the 1980s and 
low interest rates in the 1990s 
supported US domestic demand 
and encouraged growth and 
employment 

The moral Mr Lafontaine drew 
was that an SPD government 
should boost purchasing power. 
Last week he promised he would 
increase children's allowances, 
cut taxes for those on average 
incomes and reverse tbe present 
government’s plans to curb the 
growth of pensions provided 
under the state scheme. 

He also promised to reverse 
Germany’s few significant 
supply-side reforms of recent 
years, such as tbe 1996 laws that 
moderately reduced sick pay and 
relaxed job security in small 

businesses. 

Mr Lafontaine is sympathetic 
to faster growth in wages. In his 
Bundestag speech, he contrasted 
last year’s 6 per cent growth in 
wages paid in the US with the 0.5 
per cent growth in Germany and 
accused those urging wage 
restraint of "economic igno- 
rance". 

It would be an understatement 
to say the policies of Mr Lafon- 
taine and Mr Flassbeck are 
viewed with scepticism by the 
balk of Germany’s economic 
establishment. The SPD leader 
has been likened to a time trav- 


Westero Germany; prociiictivrty, 







AnrwaJ ev. change Hourty • • 

% productivfty 

'1960-70 ■ • ‘ +5.3 

1975-80 . +3.1 - -.7 ji. ' + 2 &. 

1085-90 :r +2JJ 7 

19S1 ' +3-7.- : .+3JV • 

^993 . . v _ +0,7 7 . ,+ii; 

1995 . ' +3l5 . • +3.1 

1998=4’ : 



1997 


+3.7 


SWCKSWBrtl' 

eller who Is seeking to solve the 
problems of the 1990s with the 
foiled prescriptions of the 1960s 
or 1970s. 

Tbe barriers to success for Mr 
Lafontaine’s policies appear for- 
midable. It is far from clear 
whether increased demand 
would solve German unemploy- 
ment The Bonn finance minis- 
try, citing the International Mon- 
etary Fund, claims 80 per cent of 
Germany's unemployment is 
structural and would not. 
respond to expansionary policies. 

Other estimates suggest fester 
growth could absorb a third of 
the unemployed, but that would 
still leave two-thirds without 
Jobs. 

Germany’s labour costs con- 
tinue to be high compared with 
countries abroad in spite of wage 
restraint and last year’s devalua- 
tion of the D-Mark. With many 
companies fearing increased 
competition from east Asia, 
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where local currencies have 
devalued dramatically, it Is hard 
to envisage managers approving 
job-creating investments on the 
grounds that rising wages at 
home would boost demand for 
their products. 

The comparison with condi- 
tions to the US is less- than con- 
vincing. The US leaves busi- 
nesses room- for manoeuvre. 
Figures- from the Organisation 
far Economic Cooperation and 
Development show US general 
government outlays are about 82 
per cent of gross domestic prod- 
uct after fluctuating between 
31.7 and 34.4 per cent of GDP 
since the early- 1980s. . 

In Germany, by. contrast, gov- 
ernment spending has fluctuated 
between .45 per cent and 50 per 
ceatr of GDP in tiie 1980s and 
1990s and is only how being 
brought down 1 slowly towards & 
target of 46 per cent 1^ 2000. . 

The highpObB&swr^^toriij^ 


• -meat in Germany's econon 
symptom of the half-hearte 

• port given by Mr Kohl’s g 
meats , to market-oriented 
ply-side- reforms. The foe 
one: in eight Germans Is j 
is hot so much an argi 
against supply-side polici 
Mr Lafontaine maintains 
sign that they have been a 
too weakly. - 

Mr Lafbntatoe’s economi 
ties would probably be go 
those lucky enough to 
work. But the net benefits i 
boost to demand would 
. likely be felt by active p 
pants in Germany’s infi 
“shadow economy” which, 
rapid growth to recent yej 
"thought to be the equivak 
15 per cent of GDP. 

Bat the SPD leader's idea 
not be dismissed lij 
Although much can chan 
seven months, opinion poll 
tinue to suggest a general 
victory, for a coalition i 
SPD and environmental Gi 
Mr Lafontaine has nosed ; 
of Mr Kohl in the polls. 

All of which' raises the to 
tog possibility that Eur 
planned economic and mon 
union could start operate 
January l neat year with 
why different policies to 
than, assumed when the ] 
triefat treaty wail signed in 
Mr Flassbeck argues that 
would gravitate more to th 
.*aodel of economic policy 
mg than the Bundesbank n 
Financial markets could tz 
-more drastic view of a euro 
in which the biggest econo: 
Geraany -Is rim by aleft- 
esP^tosionist gtWnment 
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W ine is a busi- 
ness bloated' 
with ‘ famous, 
brand names: 
Laflte, d’Yquem, Beaujolais, 
Chabiis; Veuve' Clicquot. 
C hianti . Rioja - even grape 
varieties such as Chardon- ' 
nay and Cabernet Sartvignon 
have their followings. But.it 

is a budness devoid 
of internationally recognised 
cons umer brands. ■ ■ 

It is not for want of tryin g 
TSie roll-call of wine brands 
over the years includes 
Hirondelle. Mate us Rbs6,- 
Bull's Blood, Lutomer Ries- 
ling:, Jacob's Creek, Blue 
Nun, Ernesto & Julio Gallo, 
Lena Moser and Piat d’Or. 

Most have succeeded in- 
winning no more than a few. 
per cent -of the marietta one 
or two countries. Even Gallo, 
the world's biggest wine 
brand, ' has less . than 1 per 
cent of global sales. 

Yet leading wine produce 
ers remain convinced they 
can create retail brands with, 
mess appeal to . the 

likes of Johnnie Walker 
Scotch whisky, Buitoni pasta 
or L’Oreal cosmetics. 

“.There have been enor- 
mous Im p rovements in wine 
quality- in recent years," 
says Christopher Carson, 
European chief for BKL 
Hardy, the Australian wine- 
maker that has-, just 
launched a range of Sicilian 
wines throughout northern 
Europe under the Disttnto 
brand. “The companies that, 
will be best placed to benefit 
from this are those which 
can build brands based on 
great distribution and strong 
marketing skills-” . 

The wine trade should be 
ripe for this . Most consum- 
ers are baffled by the com- 
plexities of choosing 
between countries, regions, 
types, grapes, negotiants and 
even proprietors or cha- 
teaux. That is where con- 
‘ sumer brands should suc- 
• ceed, says Jonathan Knowles 
of Wolff Olins, the corporate 
identity consultancy: “They 
help the customer choose 
between the enormous num- 
ber of bottles an the shelf, 
offering a guarantee of 
value”. . - 

Retailers provide some of 
that reassurance with their 
own-label products, which 
have taken more than half 
the market in courrtries such 
as the UK and Belgium. But 
stores are also keen to have 
branded wines priced just 
above their own-label prod- 
ucts, according to Tim Fos- 
ter, marketing director for_ 
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Winston Fletcher 


In search of 
integration 

Campaigns must combine 
all marketing options 


Drinkers toast New World 

Wine producers hope to create brands with mass appeal, says John Willman 


Jacob's Crtek in the UK. 

“Recognisable brands reas- 
sure customers, providing a 
reference joint on quality 
and price that encourages 
them to npke a purchase,” 
he says.!- “Our research 
shows 63 p«- cent of consum- 
ers enter .he stare without 
knowing jehich wine they 
intend to’iiuy." 

The appeal far producers 
is alsa}clear. says Mr 
Knowlesflt would be too 
expensive to advertise a sin- 
gle -wire, but. branding 
across .(several varieties 
allows he marketing costs 
to be spead.” 

In spie of these theoreti- 
cal arguments, the wine 
trade ^as proved largely 
imperious to consumer 
bramfig- In the UK, the top 
10 brads have less than 9 
per cot of the market, and 
the pfture is little different 
in thfirest of Europe. 


inherent in the product's 
nature. Each variety is 
unique, and the same wine 
can taste quite different 
from one year to the next 
“The promise of a brand is 
that it will be the same qual- 
ity every time," he says. "A 
brand is a contract with the 
consumer which says: T wifi 
not be a bad surprise when 
you buy me again.' ” 

That means any branded 
wine must be blended to 
guarantee consistency, and 
the result is never as satisfy- 
ing. The exception that 
proves the rule is cham- 
pagne, a blended product 
that commands a premium 
price, where brands domi- 
nate the market. 

"Champagne is a very spe- 
cial product for special occa- 
sions," says Mr Dumeo. “It 
is more like perfume or a 
liqueur than a wine.” 

There are some successful 


. JeaFLouis Dqroeu. head of wine brands in France, such 
the Bris office of Land or, as Georges Duboenf, the 


the iteniational branding 
constancy, says this is 


negotiant that markets a 
range of premium burgun- 


dies. But branded wine Is 
largely associated with the 
litre bottles of tin ordinaire 
which gave too many French 
drinkers a headache. 

This Gallic approach is 
rejected by New World wine- 
makers from countries such 
as Australia, New Zealand 
and the US. They believe the 
improvements they makw in 
wine production mean 
branding can offer both con- 
sistency and quality. 

“We encourage good disci- 
plines in the winery, particu- 
larly in hygiene and work 
methods." says Hardy’s Mr 
Carson. 

D'istinlo will be produced 
by Casa Vinicola Calastrasi, 
a traditional growers’ co- 
operative near Palermo in 
SlcQy. The Australian com- 
pany will select the grapes 
and has already encouraged 
its partners to prune the 
vines in June and July to 
raise the fruit's quality. 

“We also decide the best 
time to start picking rather 
than leaving it to tradition 


or whim," says Mr Carson. 
“And we ensure the grapes 
once picked are taken 
straight back to the winery 
so fermentation starts at the 
time of our choosing" 

This approach has cap- 
tured almost 10 per cent of 
the UK market for the Aus- 
tralian wine producers. And 
applying it to Sicilian wines 
will boost the amount of red 
wine Hardy’s can bring to 
the European market - over- 
planting of Chardonnay 
grapes in Australia has left 
the country with a shortage 
of red grapes. 

But Mr Carson believes 
D'istinto offers an opportu- 
nity to capture a bigger 
share of the European mar- 
ket “We had an advantage 
in Britain where Australia is 
a known quantity and there 
is a shared heritage," he 
says. “The aim now is to 
raise our market share in 
other European countries to 
the level of the UK 
“A wine from Italy is an 
ideal way to get the atten- 


tion of Europe’s retailers, 
since they already sell lots of 
Italian wines. This is partic- 
ularly so in Germany where 
Italian wines already have a 
quarter of the market." 

In spite of Mr Carson's 
optimism, many brand spe- 
cialists remain sceptical of 
the scope for consumer 
branding in wines. Mr 
Knowles says that even if 
consumers start off d rinking 
branded wine, they quickly 
become more educated about 
the product and feel less 
need for the reassurance of a 
brand. 

“Wine-lovers look for 
something they haven't 
heard of," he says. 

“In the best wine circles, 
there is almost an anti- 
branding mentality - too 
much marketing is seen as a 
sign that something is 
wrong with the product. 
When the people who are 
not in the know get to know 
the brand name, people who 
are in the know no longer 
want the product." 


One of the 
<• ■ m-J hottest 

■ Jr. issues in 

adland is 
how to co- 
ordinate and 
integrate all the marketing 
options available. Loyalty 
schemes, sponsors h ip. pub- 
lic relations, database mar- 
keting. event marketing, 
sales promotion, websites 
and interactive media - not 
to mention good old-fash- 
ioned advertising - offer 
clients a bewildering vari- 
ety of options. These 
demand decision. What is 
the right way to carve up a 
total marketing appropria- 
tion between, say, advertis- 
ing, sponsorship and public 
relations - and how can 
they all be made to work 
together? 

Several new agencies 
promise to answer these 
questions with a gamut of 
“integrated marketing" 
skills in-house. In the past 
few years new shops have 
combined traditional media 
advertising with database 
marketing. But the latest 
agencies have combined 
advertising with public 
relations, consultancy, cor- 
porate design and, most fre- 
quently. a promise of “the 
right marketing solution, 
whatever that may be". 

No longer do new agen- 
cies just offer the best cre- 
ativity in the world, 
because everyone believes 
integrated marketing is the 
name of today’s game. 

Clients have always 
required their communica- 
tions to be coherent and 
complementary. But there 
appears to have been a rad- 
ical shift of emphasis for 
several reasons. 

First, during the reces- 
sion clients sought market- 
ing inputs that might be 
cheaper than traditional 
advertising. In those 
gloomy days of plummeting 
advertising budgets, clients 


experimented with differ- 
ent marketing approaches. 
That impetus continues. 

Second, when the consol- 
idation and profitability of 
advertising agencies 
peaked in the late 1980s, 
they began to hunt for | 
other sources of income. 
Because they are restricted 
from t akin g on competitive 
accounts, once they reach a 
certain size agencies find it 
almost impossible to out- 
perform the advertising 
market. But they can 
develop other marketing 
skills, and then sell total 
packages to clients. The 
trend towards integration 
has emanated as much 
from the needs of agencies 
as from clients. 

Third, some of the 
options available, such as 
loyalty’ cards and the inter- 
net. are genuinely new and 
use innovative technology. 
Clients have been feeling 
their way forward gingerly 
so it has been important for 
them to be integrated with 
well-established methods. 

But fourth, and most 
important, like every other 
aspect of business, market- 
ing techniques grow more 
specialist every year. It is 
difficult for anybody to be 
competent in all of them. 

But pulling together all 
the options is only the first 
stage. What criteria should 
be used in apportioning the 
total marketing budget 
between them? Can their 
relative cost efficiencies be 
compared? Whose is the 
responsibility? Should it be 
somebody in tbe client 
company or the agency? Or 
will another kind of special- 
ist have to be invented? 

Finding the right 
answers will not be easy. 
Marshall McLuhan's 
famous aphorism, “the 
medium is the message", is 
coming home to roost. 

The author is chairman of 
Bozen. UK Group 


Hollywood out of the picture FT,d ,nt,rn ** r » 


David Short looks at j 
why Czech viewers an 
reaching for the off '? 
button when US-mace 
programmes are shorn 


W hen the comnmist 
regimes ot centri and 
eastern Europe iff, an 
unlikely beneflctty was 
Hollywood. Suddenly the studft had -a 
fresh market of up to 170m p)ple as 
new private television station 1 sprang 
up. Hungry to fill blank scedules, 
buyers from the new chanflls went 
shopping. 

Almost everything they boght had 
been made by the six bigg*t Holly- 
wood studios, whether it as Bond 
movies, soap operas, gam^how for- 
mats, stylish new series hi h as the 


X-Files pud ER or old ISA) stalwarts 
such as Dynasty and Daid Viewers 
across the former connauist bloc 
lapped op this new meuv 

The new private chamds with out- 
standing ratings cash ©in on booming 
TV advertising spemuwMle audience 
shares for the state roadcasters lan- 
guished. It all seemo sd easy. 

Perhaps too easy, tcaqse now in the 
Czech Republic, y erg fir®* 
these new private Arestrial channels 
- Nova TV - wa«aunched in 1994, 
Hollywood's starfs waning. Czech 


with crut- 


I casters lan- 


vtewers are reaching for the off button 
in droves when US TV shows come on, 
. Films are different Hollywood mov- 
ies such as Dances with Wolves and 
Pretty Woman can pull in audiences of 
up to 70 per cent Vladimir Zelezny, 
Nova TV's general-director says: “It is 
a fundamental change. Local product 
is winning strongly over imported pro- 
grammes. The initial excitement over 
American programmes is over. Now 
people want to see Czech faces and 
Czech names." 

The decline is steep. Mr Zelezny 
adds: “By 1997, the performance of our 
acquired programming has fallen by 
45 per cent compared to 1994." 

. . Even so, a reborn taste for all things 
Czech on television might not com- 
pletely explain American's poor show- 
ing. Mr -Zelezny partly blames "nar- 
rowcasting". Increasingly, US TV 
producers are making programmes 
aimed at delivering a specific audience 
to advertisers - not least, affluent 
young professional Americans. 

But too much narrowcasting can 
lose audiences in countries such as the 
Czech Republic where the newly afflu- 
ent young are thin on the ground. Gen- 
erally, however, the Czech market is 
still a valuable one for western TV 
advertisers. At about $150m, Czech 
TV advertising expenditure is highest 
in the region after Hungary and 
Poland. 

Mr Zelezny complains that Holly- 


wood is “not taking into account a 
huge emerging market [in central and 
eastern Europe J. They are not produc- 
ing products which can serve our 
needs." 

The chance that European pro- 
grammes will fill that gap is smal l . 
“We don’t use much western European 
material. It’s not good and it's expen- 
sive. And those British detective sto- 
ries with nice scenery like Inspector 
Morse are so slow - too slow for the 
computer-game generation." 

Ironically, Nova TV is mostly backed 
by US money. It was the first channel 
launched by the Nasdaq-quoted Cen- 
tral European Media Enterprises four 
years ago. Since then, the company 
and its local partners have started sta- 
tions in Poland, Hungary. Slovakia, 
Slovenia, Ukraine and Romania. 

So far there is no evidence of the 
Czech phenomenon repeating itself in 
the wider region. But chances are that 
It will. 

The Czechs have had almost twice as 
long to tire of US imports - most pri- 
vate channels in other post-communist 
countries are just over two years old. 
And the history of television shows 
that, given the choice, viewers over- 
whelmingly prefer domestic drama, 
and Mr Zelezny promises more home- 
produced series and soaps. Whether 
other broadcasters in the region will 
be able to afford to follow his lead is 
another matter. 
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The following companies want you to 
know that you can find out morp about 
them by simply Jooking thewvp on the 
World Wide Web. : \ - r 1 


Tim Tadkon • On the Web 

A i end to your searching 


S tue of the 
iscinattng 
lings about 
ie web is the 
ay in which 
jod ideas 
id useful 
•rvices get 
issed from 
other faster 
.ttetag could 

ed telephone 
t receives 
andaoWOO 

r*n though it 
a penny on 

which launched 
last Somber, looks siyer- 

ficially^ar 

such aPonrll. Bigfoot and 

Sa-fcen o* hers -^ 1 c ^f 

vlsitoTto its web site, 
untm, tvwho.com. might 

with the impres- 
STiesiteisi^bya 
modify well-hinged h^- 

techjariup based m Silicon 

^ gJAnywho is not a start- 
up laud it is not even a 


company: It is a technical 
trial run by a team of five 
people at AT&T in Murray 
Hill, New Jersey, the site of 
the company’s research lab 
where the transistor was 
discovered. 

The point of the trial is 
that AT&T scientists have 
developed new ways of deal- 
ing with directory databases. 
Most use indexes to speed up 
access to the data, which can 
be hundreds of gigabytes in 
size. The AT&T team has 
found a way of providing 
swift lookups with far 
smaller indexes - and Any- 
who provides useful fodder 
for the scientists. 

The Anywho web site 
keeps track of database 
queries issued by users. If 
one takes longer t h a n expec- 
ted, then it is added to a list 
that the software engineers 
can look at, allowing them to 
figure out how to improve 
their design. ' - 

So why is it interesting 
to Internet , users? Partly 
because it 5s extremely East 


But It also offers a number 
of features, combined in a 
unique way. 

One is that you can search 
for someone whose name 
you only partly remember. 
Another is reverse lookup: 
by typing in a phone num- 
ber, you can find out whose 
it is and where they live. 

Reverse directories are 
frowned on In Europe, and 
disliked by many privacy 
advocates. Tbe Anywho site 
gives two examples of 
respectable people who use 
it a psychologist who gets 
late-night messages on his 
pager, and wants to know 
who the caller is before he 
calls back; and someone 
checking unrecognised calls 
appearing on a phone MIL 

Anywho also emphasises 
putting the user In control. 
It allows you to have your- 
self removed from its list- 
ings. or to add extra infor- 
mation such as an e-mail 
address, an office number in . 
your residential listings or a 
toll-free business number. 


At the moment tbe service 
is not free. Jerry Vogel, the 
technical manager, refuses 
to be drawn on how it might 
become a commercial busi- 
ness proposition. 

But there are three possi- 
bilities. The first is placing 
advertising on the directory 
pages, A second option is tbe 
Yellow Pages model. Busi- 
nesses get a standard listing 
for free, but pay more for an 
advertisement or more 
detailed Information. 

The third optical, however, 
is. the most interesting. 
AT&T's standard directory 
assistance has an add-on ser- 
vice which, after giving you 
the number you want, will 
then dial it for an extra fee. 

The web equivalent would 
be to offer to set up an inter- 
net telephony call whenever 
you click on the listing. This 
would play perfectly to 
AT&T's strengths - and 
would build on its research 
capability and its strong 
position in long-distance. 

ttmjackson(a$K>box. com 


www.machbieryworidxom 

Everything on machinery and 
components- Who makes wtui. 
Agcnis/Dismbmors/Maimeoance 
warned. Jobs. Bargains. 
Exhibitions. Producers, check Lhe 
data on 

your company and products 
Only manufacturers listed. 

FREE 

REGISTRATION 


INTERNET 

ADVICE? 

For expert answers 
Tel: 01932-400684 
emaitadviceteteasyspace.com 


Stockmarket 

Reports 

from 

Poland to Peru 
Investors 
Internet 
Journal 
hHpqgunwwjii.co.ufc 


It's the people Codex rejects, 
that makes Codex the world’s leading 
headhunting firm.™ 

Equity Derivatives 
Interest Rate Derivatives 
Commodity Derivatives 
Currency Derivatives 
Economists and Analysts 
IT Specialists 

For current job opportunities visit: 

Web Site: www.codex.com 
E-mail: director@codex.com 

Comrtehr 0 Codex ConsulluK Ltd. 1998 Ail Ridut Reserved 


EarthCoundl 
Organisation “ECO” 
a free cyberspace 
commonwealth 

Brains, courage and 
dedication needed to make 
this 21si century 
community a reality. 

You are invited lo join blue 
print discussion forums on 
structural legal, financial and 
social issues on 

hupV/www.eco.co-za 


FOREX 

Live FX Rates/ 
Audio/ Datafeed 

World business news 
from Financial Times 
Television. 24 hour live 
commentary and FOREX 
analysis provided by 
Tullett & Tokyo 


FT Television 

Read it at 

www.ft-television.com 
(or www.tullettco.uk) 


Residential 

For facilities and 
information see: 

ww’w^tjamescl ub.co.uk 
Tel. +44 171 629 7688 

900 

For infbnnttkm on GAM’S 
unit mats and neks foods see 


Every Monday the 
FT Directory 
provides you with 
the opportunity to 
advertise your 
web site before 
an influential 
audeince of FT 
readers in 160 
countries 
worldwide 


In addition aS 

advertisements appear as 
an interactive hyper- 
text linked banner on 
the FT's web site, 
FT.com. 

FT.com. currently has 
650.000 registered users, 
with up to 1000 new users 
registering each day 
For further detaBs on this 
Joint Newspaper/Internet 
package. 

Please call 

MARLON 

WEDDERBURN 


0171 S73 4874 
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Tony Jackson on a new book that suggests technology is replacing company strategy 




MY SECRET WEAPON 


T here seems do end to the 
way technology Is invad- 
ing management think- 
ing. The internet has 
already deeply affected whole 
areas such as marketing and pro- 
curement. But technology now 
shows signs of taking over that 
most central of functions, corpo- 
rate strategy. 

Traditionally, strategy has 

come from the top of the com- 
pany. with technology being one 
of the things used to implement 
it. But in more and more cases, 
technology is the strategy. What 
is more, it generally comes from 
below. 

Most managers are uneasily 
aware of this. All kinds of busi- 
ness. from banking to travel 
agencies, are under threat from 
the internet. And if you find a 
new way of doing things - a 
killer app (application), in the 
jargon - it will probably come 
not from the top. but from your 
customers and those in the com- 
pany closest to them. 

But according to a US survey 
last year, senior executives have 
not quite grasped the implica- 
tions. Most of those questioned 
confessed to anxiety and the feel- 
ing that they did not fully under- 
stand the issues. But they were 
agreed that “in their organisation 
technology was only a tool to 
implement strategy". 

The forthcoming book. 
Unleashing the Killer App, from 
which this information is drawn 
does much to explain their diffi- 
culty. It also gives a remarkably 
clear picture of why technology 
is becoming so pervasive m the 
first place. 

The authors begin with three 
forces, each powerful in itself and 
lethal when combined. The first 
is famili ar Moore's Law. which 
says the power of chips doubles 
every 18 months for the same 
cost 

The second is less well known: 
Metcalfe's Law. named after the 
founder of the US network com- 
pany 3Com. This says that the 
utility of a network rises with the 
square of the numbers of people 
using it. 

Suppose there are only two 
phones in the world, and the 
owners talk once a day. Result, 
one call Add another phone and 
that becomes three calls. Make it 
10 phones and - supposing 
everyone is still talking to every- 
one else - you have 45 calls. The 
use of the network, in other 


The machines 
are taking over 



words, increases exponentially. 

Third is an observation from 
1937 by the Nobel prize-winning 
British economist Ronald Coase. 
The reason firms form in the first 
place. Mr Coase said, is to minim- 
ise their transaction costs. When 
they run out of things they can 
do more cheaply inside the 
firm than out, they stop 
growing. 

Some surprising things follow 
from this. The combination of 
Moore's and Metcalfe's laws is 
driving down a number of trans- 
action costs in the open market 
very fast indeed. It should follow 
from Mr Coase that as these costs 
approach zero, so does the size of 
the firm. 

This seems rather at odds with 


the current wave of mega- 
mergers. As the authors point 
out. much of this - in financial 
services especially - is a defen- 
sive response to falling transac- 
tion costs. Whether that is the 
whole story seems doubtful 

And. of course, not all transac- 
tion costs are falling. The mon- 
strous growth of computing con- 
sultants such as Andersen 
Consulting and EDS is a 
reminder that whereas comput- 
ing may drive down transaction 
costs elsewhere, it has vast trans- 
action costs of its own: choosing 
the system, installing it. and 
ensuring it does not bring the 
enterprise to its knees by going 
wrong. 

That apart, the authors make 


one essential point: that custom- 
ers are generally quicker to grasp 
the technology than established 
suppliers are. This is mainly 
because the suppliers have more 
to lose, in the form of sunk costs. 
Their assets, as the book 
remarks, are their liabilities. 

If you are a conventional book- 
seller, the advent of a virtual 
internet rival such as Amazon 
poses a distinct dilemma. Of 
course, you can retaliate in kind; 
but then what happens to all 
your expensive stores? 

Or suppose you are an estab- 
lished chemical distributor, com- 
plete with offices, trucks and 
warehouses. It must be thought- 
provoking to study the website of 
the virtual dealer ChemConnect, 


which tells you that 500 litres of 
isobutylni trite are wanted in Ger- 
many. or that 400 tonnes of alu- 
minium monostearate are on 
offer from South Africa at $3 a 
kilo. 

What is needed in such cases, 
of course, is lateral thinking. The 
book Is rather good at suggesting 
ways to go about this. 

First, forget the conventional 
rules of strategy. For instance. 
Michael Porter of Harvard 
emphasises the importance of the 
value chain. Scrap it, say the 
authors, since It is hampering 
change. If you do not, someone 
else will destroy it anyway. 

In the same heroic vein, you 
should not hesitate to cannibalise 
your product. And you should 
give as much of it away free as 
you can. since Metcalfe's Law 
says you will thereby increase its 
value. 

That, after all, was exactly 
what Netscape did in releasing 
the browser that made Internet 
commerce feasible in the first 
place; and in spite of its recent 
mishaps, Netscape still has a 
market value of some $ 2 bn 
f£1.25bn) four years after being 
founded. 

Perhaps most important, you 
should let your customers take 
the lead. Outsource as much of 
your business to them as possi- 
ble. Holiday Inn has a website 
that allows customers to find the 
right hotel, check the availability 
of rooms and make a booking. 
There are no banks of phones or 
reservation agents. Customers do 
it on equipment - PCs, modems, 
phone - that they have paid 
for themselves. 

Next, let the customer develop 
the product What can be digi- 
tised can be customised, so cus- 
tomise everything: Or rather, let 
the customers do it for you. In 
the process, they will feed you 
priceless market data on who 
they are and what they like. 

Finally, how can you be sure 
that you have avoided the trap of 
thinking, like those managers in 
the survey, that technology is 
merely a way of doing things? 
Simple, the authors say. You will 
know you have arrived when you . 
can no longer tell where the busi- 
ness stops and the technology 
starts. 

Unleashing the Killer App . by 
Larry Doumes and Churtka MuL 
Harvard Business Press. $24.95. 
To be published in May. 




• r ' I— t!' • y * ? -J *• ’ 

' ’ i r • '* 1 U ■=“ 

' A” 

■ 4 •. . .-.Vv-.r. /<*•>?*■ 



; PnieLeitHis ,^ 

- chainnaiiqf^ 
Arts; 

Ganmierti£ 
iiot& 

Good' Food; a cater 

LeiH^s • " r< 
SchodtafFood 
• has beenghthe 
(nowSafewcy/) 
-Britisb'B*~ 
'Transport 
rion-faxcuttvC' 
Ihdlderig- Society 
' She was 
Year-in 
.of a 
. charities/ \ 



^H^vas Vdrygqod but - 

.. jftmezf* " '* "'" r ' 

•?' Jon Foulds' trick 




r ; Tra- 
tthestatio% 
remember my 


JwaS' 


to last ! 
tatlidoes help control 

: - f y\ of the 

off tire ESA; #l^^^p^menS»ers . 

,r ; ; . 

fflhy ; ;i ^ep^%^^^chaired- their ’ 

, „ . : d^ busihesseStmd were at the 

suggested that we onat to be ; top of fli&r own tree! The : ‘ . 
thinking about bmn&ti^ and difflculty with a board like that 
pirns: and 

wodM lovfe tfaeitone'q Briti^i ; /ira^great ctatfidMice in their 
Ra9. : ' “ " ' ‘ ■ 


.But-.we.- en^ed'Tlp i 
places fike-Casey; 


*>e log' - emphatically Thislsthe-way 
nested - i s weahtMM ddfhaT, th^iy'ajte • * 

ins ltV3S2’i''n<tat'ln 7 » f i iiirr i u tha nVmSuMr 7 




-v. 


Nothing ventured, nothing gained 

Companies are ill-prepared but enthusiastic about joint ventures, says Diane Summers 


A re joint ventures more 
trouble than they are 
worth? That they are trou- 
ble is confirmed by a UK survey 
published today; nevertheless it 
seems companies overwhelm- 
ingly believe joint ventures will 
continue to figure strongly in 
their future strategies. 

The survey, for KPMG Trans- 
action Services, the deal advis- 
ers, was carried out among 
senior executives at 155 manu- 
facturing companies with a com- 
bined turnover of more than 
£5bn. The study is believed to be 


one of the UK's largest into com- 
panies' experiences of joint ven- 
tures and strategic alliances. 

Neil Lerner, UK head of KPMG 
Transaction Services, said that 
although joint ventures were 
now a well-established mecha- 
nism for expanding overseas, 
there was still a tendency for 
companies to enter them with 
their eyes shnt and fingers 
crossed. 

“Our study suggests that Brit- 
ish managers do not invest 
nearly enough time in under- 
standing their partners' business 


and culture, and often start joint 
ventures without agreeing on 
objectives and strategy." he says. 

Joint ventures usually take 
more than a year to set up. with 
85 per cent of companies saying 
that the process takes longer 
than might be expected. 

KPMG says that although Joint 
ventures are often cited as a 
more flexible and simpler alter- 
native to outright takeovers, 
more than half of companies said 
they found acquisitions better, 
cheaper and more efficient. 

Over a third of companies said 


their joint ventures tended to 
perform worse than expected, 
tie-ups in the food and drink and 
automotive sectors fared particu- 
larly disappointingly. 

More than a quarter or those 
questioned said they had not 
conducted detailed research until 
negotiations were well advanced 
- often leaving it too late to 
escape from the deal if problems 
were uncovered. Nearly half said 
there was a tendency to conduct 
too little due diligence in respect 
of a new joint venture partner. 

In spite of problems, UK com- 


panies are as keen as ever on 
joint ventures, says KPMG. Just 
15 per cent said they were less 
eager to do joint ventures after 
their earlier experiences; 69 per 
cent said joint ventures would 
feature strongly in their future 
strategy; and 70 per cent said 
they expected to enter a new 
joint venture in the next year. 

Joint Ventures: a triumph of hope 
over reality? Free from Barbara 
Zanditon , KPMG. 3 Salisbury 
Square , London JBC4Y 8BR Tel: 
0171 311 1000. 
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The FT Fraud Report is a unique monthly newsletter 
covering all aspects of international financial crime 
and fraud. 

The FT Fraud Report 

■ is objective, independent and hard-hitting 

■ keeps you up to date on the big stories as 
they break 

■ analyses the issues around them expertly 

■ identifies latest fraud trends and techniques 

■ will help you to meet your responsibilities 
in detecting and preventing fraud. 

You need The FT Fraud Report. 

Subscribe now. 

Ten issues a year. £450 (UK) £480/USS748 (ROW) 

Call +44 (0) 171 896 2314 or fax +44 (0) 171 S96 2274 
to ask for a sample copy. 

Or order direct from FT Finance. Customer Services, 2nd 
Floor Maple House, 149 Tottenham Court Road, 

London W1P9LL, UK. 


Success at office politics comes 
from years of practice 


Dear Professor Hunt, 

I manage an information technology 
department in a merchant bank. The 
politics of this company are causing 
me so much stress that f am thinking 
of changing jobs. I find I do not have 
the stomach for the son of political 
games some of my colleagues play. I 
keep asking myself: can't everyone 
else see what is happening here? Or 
am I just naive? 

Prof Hunt replies: 

No. you are not the only one who 
can see the politics. But you may be 
just beginning to realise the stark 
feet that all organisations - whether 
businesses, government departments 
or voluntary organisations - are 
political systems. 

Politics is a necessary part of the 
process. All organisations have lim- 
ited resources. Everyone wants more 
of those limited resources and there 
are two ways to achieve that. First, 
to convince those with more power 
over the allocation of resources to 
give you a greater share and, second, 
to become more powerful and grab 
more resources. 

Either way you will become 
involved In the politics of dividing 
up the cake. Some people are dis- 
tressed because there must be win- 
ners and losers in the allocation 
game: your gain could be my loss. 
And, invariably, the winners seem to 
be the political players because they 
put more time and energy into sell- 
ing their case. 

What irritates the less competent 
political players is when resources 
are divided In a way they consider to 
be blatantly unfair. For reasons that 
are not always clear to an outsider, 
certain functions have bigger bud- 
gets, better facilities, smarter cars 
and larger salaries. While people 
may argue that these differences 
reflect labour market forces, it is 
also true that tbev reflect decisions 
based on political clout. 

If you are tempted to believe that 
politics could be eliminated through 
a rigorous rule-bound procedure. 


John W. Hunt 

Advises 


that is quite independent of the 
people involved, then let me tell you 
this is naive. If the second half of the 
20th century has taught us anything 
at all about managing organisations, 
then it must be that massive control 
systems, designed in the name of 
rational decision-making, can result 
in crippling structures which 
become ends in themselves. 

For people motivated by power, 
the real allure of the top jobs is to 
make things happen, to change 
events, to create the new, to break 
with the past Not 
surprisingly, most 
of those who 
make it to the top 
are experts at 
playing politics. 

For them, it is 
intoxicating stuff 


their siblings and second on their 
peers at school, university or. on the 
playing Gelds. For them, the exercise 
of power in order to make things 
happen is not a transient interest: 
They have been watching and imita- 
ting role models, reading- about 
heroes and thinking about political 
tactics for. a long time before they 
secure positions of real power. 

. These chief executives for outclass 
that relatively new breed of CEOs 
born in the 1950s and 1960s who 
clambered up hierarchies through 
professional 


t, , ^ . •« expertise rather 

For people motivated than any real 

bv power, the real interest in the 
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ence power they 
will devote seven 
days a week and 
24 hours a day if necessary to file 
political processes involved. 

London Business School has a 

data bank of what motivates manag- 
ers across the world and there are 
interesting differences between cul- 
tures when it comes to accepting 
that power is essential to get things 
done. But. regardless of culture, the 
most effective chief executives enjoy 
the exercise of power and have 
served very similar apprenticeships. 

Most of these men and women 
come from families where they were 
the eldest; where they learnt their 
managerial skills from a dominant 
parent (of either gender); where they 
practised their use of power first on 


events 


minimal, seek the 
space to do what 
they consider tp 

be their real job of making deals or - 
evolving strategies or conducting 
research or designing new structures 
and systems. 

It is ironic that at a time when we 
are desperate for leadership ah 
increasing number of these intro- 
verted, autonomous specialists, who 
have a minimal interest in- power. . 
are being appointed to chief exeeu- 
tive positions. They, need manage- 
ment gurus such as -Tom Peters to; 
ten them to “walk about” ahd J*waBr , 
tbe talk"; managers motivated- by- , 
power, meanwhile, who get .their ; 
greatest buzz out of managing and 
processing relationship? to make, 
things happen, do not need gurus to. . 


feh fi^p'what they already know. 

Let wr -etum to your letter. Com- 
ments lityours are most often first 
4j>y people in their 30s as 
they betn to realise that their 
career is at a dress rehearsal; that 
• peers wit l Vtter political skills may 
pass then b\ it is a period of recog- 
nising th it' Ich of us Is on his or 
. her own. thl managing others is 
apout reSpectnot friendship. It is a 
time when themportance of politics 
; patronagefn medium to large 
organisations thorn es undeniable. 

If the politic distress you then 
should asi whether you are 
nght for that so. of organisation or 
whether you wcid be better in a 
sipafler cpmpan 0 r selling your 
skills as a sole trier. You might be 
better suited to Wr king a.q a consul- 
tant if you want Ttoncmy, to rniv 
with a small .numb- of other profes- 
sionals to solve otif people's prob- 
l ems, an d to see a dect relationship, 
betweai what you t and what you 
rare. You will enjoy different form 
of power based on ycr expertise but 
you will also lose so e C f what you 
have. You will no lor^r run things; 
you wil llwe, vicarious on thesuc- 
eesses of others wheare the real 
movers and shakers. 

-1^ rtonatlvc is \ accept the 
world for the way it ii accept that 

p ? Utlca ip ? stem and 
.team by observing otb*. Concan- 
tote <m your best politiq skills and 
?® v ! Bjo P ^bdse. .Strong unagers use 

political .games becom ends in 
themselves they become ^tructive 
Discourage nori-directecpoiitica] 
games within your team. 
ager you are air exempli, u yo U 
want to encourage open»ss and 
.^m others thsa remeber you 
are their role modeL y 


John W. Hunt is Professor oOrtynni 
sational Behaviour at Land* Busi- 
ness. School and a con^ lt f^ 
sate^aneL public sector c lien Ttnl 
xoiwm appears fortnightly. 
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BUSINESS EDUCATION 


Natural lifetime of learning 

The Labour party's University for Industry is about to become reality, says Robert Taylor 

T he UK government's • ■ - — - - — 

much-vaunted University 
for Industry is about to 
tUm from lotA 


T he UK government's 
much-vaunted University 
for Industry is about to 
turn from concept into 
reality. With the exception of the 
Odd mention at conferences' there 
have been few. clues about what, 
the Labour party may have had in 
mind since it floated the idea two 
years ago. when in apposition. 

Last month David Blunkett, the 
education and employment secre- 
tary, removed some of the mystery 
when he promised that the- univer- 
sity or “UfT would "make a major 
contribution to equipping our 
nation with the skills required to 
sustain growth with stable infla- 
tion and do so in. a new century 
when new skills and the ability to 
take advantage of Information and 
communication technology will be 
at the forefront of our prosperity 
and the ability to compete”. 

A much clearer picture of the 
substance behind this ambition 
should emerge nest month when 
the government intends to publish 
the university’s first prospectus. 
By the end of the year a exec- 
utive will be appointed. An advi- 
sory group in the Department of 
Education and Employment, 
headed by David Brown, chairman 
of Motorola in the UK; Has been 
drawing up a blueprint which will 
be outlined in an interim report. 

Kim Howells, minister responsi- 
ble for lifelong learning, says next 
month's Budget can be expected to 
"kick-start” the university with 
public funding. 

A total of £5m in start-up capital 
has already been allocated for the 
1P98-99 financial year. The official 
launch of the university Is planned 
for September. By the same time 
next year its .architects hope 



that it will have 10,000 enrolments*. 

Gordon Brown, the chancellor of 
the exchequer, who first outlined 
the proposal, has compared the 
institution . with the Open Univer- 
sity created by Jennie Lee in the 
Wilson government during the 
1960s. Its promoters believe it will 
make a “significant contribution to 
the skins and learning revolution, 
developed as a flagship public- 
private partnership to improve 
employability and competitive- 
ness".'' 


But the university looks likely to 
prove much more modest, at least 
initially. “We are not going to have 
a campus physically situated in the 
middle of Britain," says Mr 
Howells. “This is a virtual univer- 
sity. It exists in cyberspace.” He 
sees the university as a way of 
“disseminating best practice” in 
industry. 

“It involves joining together 
e xisting networks, trying to reduce 
duplication, overlap and lack of co- 
ordination," he says. Mr Howells 


also wants the university to give 
small- and medium-sized busi- 
nesses the opportunity to learn 
from the experiences of larger com- 
panies. The university will be pri- 
marily concerned with meeting the 
chronic shortages of information 
and co mmuni cations technology 
skills in industry. But initially its 
emphasis will be on promoting 
public understanding of the idea of 
lifelong learning. This will involve 
a campaign to win backing from a 
range of agencies and organisa- 


tions through agreements with 
retail chains, banks, the print 
media and utility companies. 

Efforts will also be made to mobi- 
lise voluntary bodies, community 
groups, civil and religious associa- 
tions. schools, trade unions and lei- 
sure organisations to find people 
who might want to participate. 

The aim is ambitious: to bring 
about a shift in popular attitudes 
so that people will not regard 
learning grudgingly as something 
of a chore but see it as a natural 
part of life. 

A national information, ad-rice 
and information centre is to be 
established free at the point of con- 
tact for individuals and companies. 
The idea is that people will “enroll 
for life”, developing individual 
learning records so that they can 
track and record their progress on 
some kind of lifetime CV which 
they can show to prospective 
employers. 

A proposed helpline, information 
network and website will provide 
the university with a shop hunt. 
Policymakers see the Ufl perform- 
ing a role as a broker, connecting 
Individuals as well as companies 
with learning programmes that 
meet their needs. 

Beyond the start-up figures the 
overall financial cost of Ufl 
remains unclear. But there are 
signs that Labour wants lifelong 
learning on the cheap. Most indi- 
viduals will be encouraged to 
spend their own money and search 
for cut-price bargains. 

Just how effective the proposals 
will prove in eradicating the cycli- 
cal skill difficulties that have 
plagued the UK labour market 
most of this century remains to be 
seen. 


The enduring concepts of bureaucracy 


Potted 

Theories 


B ureaucracy has 
become such a pejora- 
tive term it is difficult 
to appreciate that the system 
as it was envisaged by Max 
Weber, the German socio- 
logist and political econo- 
mist, prevailed as the bed- 
rock of corporate and public 
sector organisation for the 


better part of the century. 

In spite of business re-en- 
gineering, including the 
introduction of flatter man- 
agement structures, the sys- 
tem remains apparent in 
many organisations with 
reporting structures and a 
chain of command extended 
from the executive through 
various tiers of administra- 
tion within which individu- 
als may win promotion. 

Today, however, such 
systems are under continual 
challenge from those with 


quite different concepts of 
what constitutes an ideal 
corporate modeL Bureau- 
cratic, rules-driven, hierar- 
chical structures, once 
respected because of their 
very solidity, have proved 
cumbersome in adapting to 
changes in business condi- 
tions. 

Teleworking, flexibility, 
variable working patterns, 
single-status workplaces and 
looser, job definitions are 
freeing companies from the 
strictures imposed by 


Weber’s administrative 
model but they have far 
from replaced it. 

Weber studied qualities of 
leadership, noting the role of 
charisma in inspirational 
leaders but was less 
attracted to such a style 
because of its instability, 
causing problems for succes- 
sion. He also thought that it 
bore too close a resemblance 
to hereditary leadership 
which, he argued, was more 
prone to patronage with its 
accompanying risk of deliv- 


ering inept management. 

In his studies Weber made 
a distinction between those 
who could wield power and 
those who were In authority. 
The investiture of an indi- 
vidual with authority, he 
reasoned, legitimised volun- 
tary acceptance of an order. 

Weber, an individual who 
has been consistently diffi- 
cult to pigeonhole, was 
always something of a poly- 
math. His studies of reli- 
gions, for example, led to a 
recognition of the influence 


of the Protestant ethic on 
western capitalism. 

“The organisation of offices 
follows the p rinciple of hier- 
archy; that is. each lower 
office is under the control and 
supervision of a higher one . " 
Max Weber (1S64-JS20). 

Worth Reading: The Theory 
of Social and Economic 
Organisation. Free Press. 
1947. 

Richard Donkin 


NEWS FROM 

CAMPUS 


Negotiating a 
new course 

How to negotiate 
successfully is a hot topic 
on the business school 
curriculum. It is not 
surprising, then, that 
Harvard University, the 
Massachusetts Institute of 
Technology and Tufts 
University in the US have 
got together to offer a 
two-day programme for 
senior executives on the 
subject. 

The Programme on 
Negotiation for Seninr 
Executives will teach 
participants how to 
influence the behaviour of 
the other side and to make 
better deals. The course 
will run eight times in the 
coming year. 

The Programme on 
Negotiation: VS. 7S1 239 

un 

• The Centre for Trade 
and Commercial 
Diplomacy at the Monterey 
Institute in California is 
now running two degree 
programmes on 
commercial diplomacy 
which deal with such 
topics as negotiation, 
mediation, cross-cultural 
communication and 
settling trade disputes. 

The one-year masters 
degree in Commercial 
Diplomacy is for 
experienced executives and 
government officials, the 
two-year masters is for 
students new to the field. 
Monterey Institute: 
www. mris. edu /research / 
ctcd-html 

Unicon annual 
conference 

Unicon, the executive 
education consortium of 
nearly 70 business schools, 
will hold its annual 
conference at the Kellogg 
school at Northwestern 
University in Illinois from 
April 5. 

On the agenda will be 
the problems of strategic 


alliances and the use of 
open-space technology. 
Kellogg: US. 347467 7026 

Development 
in Yorkshire 

From April, small- and 
medium-sized companies in 
Yorkshire will have then- 
own development 
programme to help them 
become more competitive. 

The Business Masters 
programme is being 
organised by the 
University of Bradford 
Management Centre in 
conjunction with other 
regional organisations. The 
12-month programme will 
be launched in Bradford on 
February 26. 

Bradford Management 
Centre: UK. (0)1274 3S4393 

Japanese 
target group 

Japanese-speaking 
managers or students are 
the target group of career 
management consultancy 
DICR Europe, for its first 
London Career Forum. The 
forum has been arranged 
to handle a growing 
demand for Japanese 
speakers from companies 
based in the UK. 

DICR Europe: UK (0)171 
4931533 

Rugman joins 
Templeton 

Internationa] business 
specialist Alan Rugman 
has joined Templeton 
College Oxford as the 
Thames Water fellow in 
strategic management Mr 
Rugman. a Canadian, has 
been a consultant to large 
companies, the 
Organisation for Economic 
Co-operation and 
Development and Canada’s 
International Trade 
Advisory Committee. 
Templeton : 

tinao.templcton.cix.ac.uk 


Information for News from Campus should be sent to 
Della Bradshaw, FT. Number One Southwark Bridge. London SE1 9HL 
Tel: 44 171 B73 4673 Fax: 44 171 873 3950 


INSEAD 


MErnst&Young 


It’s pure Scandinavian 


Entrepreneurs have a talent for 


. + 

spotting 


* Dynamic environment both i Jot learning 
and networking with likemmded people'. 
Fun r 


“The environment of learning, of 

■thinking differently, based firmly in real 
life , has lft me with tools and confi- 
dence in my ability to drive my business 
to where I want it* ■ 


“This was two weeks f exceptional 
value. 1 have better vision of where I am 
going and how to get there f 

“ Entrepreneurial people need to take 
. time to explore the rationale tf their 
business decisions and future plans and 
this programme is an ideal springboard 
to continued success and growth.” 




opportunity 


Are you committed to growing your business? 

Hie Owner-Directors 1 Programme at INSEAD is a 2 -module 
programme, specially developed for owner-directors or policy 
level managers to deal with the challenges and problems faced by a 
growth- oriented private business. 

Led by an international faculty team, it builds on participants’ 
experiences and “real life” cases of growing companies, with guest 
appearances by truly experienced entrepreneurs. 


Module 1 
(S-9 May 1998) 
Strategy, . . 

Management and 
■Competition 


Module 2 

(15-21 November 1998) 
. Leading 
and Growing 
the Business 


Professors Daniel Muzylca and Charles Waldman co- direct this 
programme. " Professor Muzyka was a consultant and entrepreneur 
before turning to academia. His research is in the areas of venture 
capital and managing growing businesses, especially in maintaining 
entrepreneurship as they grow. Professor \Valdm an 1 s main inter- 
ests focus on marketing, distribution and service-issues. He is also 
involved in management consulting and was previously Senior Vice 
President (Marketing) with Club Med Inc in New York. 

Our campus is io beautiful surroundings on the edge of the Fontainebleau forest. 
60 km south of Paris . . 


For an application form and brochure, please mail or fax this coupon to Catherine Whelan, Assistant 
Proromme Manager, INSEAD, Boulevard de Constance, 7730 5 Fontainebleau, Cedes, France, 

Tei33{0) 1 60 724+ 87, Fax 33 (0)1 60 74 55 04, e-mail catherine.whelan@insead.fr http://www.insead.fr 

□ I would like to rcrerve a place on The Owner^Directors 1 Programme 

□ Please send me a brochure on The Owner-Directors' Programme 


. Mr/Ms/Dr -JobTitle 


Company name 
Com party address. 


Post code . 

Telephone 


Country 

.Fax - ; E-mail , 


CCPLTdKACE:- CATE LAST CA.., 
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Choice . . . 


Flying to Scandinavia on business'/ Then 
choose the airline that gives you an 
excellent choice of departure-times to 
7 major Scandinavian cities. 

From Heathrow you can choose from 
20 non-stop daily flights to the above. 
From Manchester you can fly to a 
Scandinavian capital with one of our 
5 daily non-stop services. 

From Aberdeen we operate a twice-daily 
service to Stavanger, from Dublin a 
twice-daily service to Copenhagen. 

In all, 194 non-slop SAS flights a week 
offer you excellent connections to 
destinations throughout Scandinavia and 
die Baltics. 

And, if that’s not enough — from 
March 29, we’re introducing a twice- 
daily service to Stockholm from 
Stansled. 

For further details and bookings, call 
your travel agent or SAS 0845 60727727. 
Internet: hupi^wwwaasae 


JP U 

SCANDINAVIAN AIRLINES 
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BUSINESS TRAVEL 


Travel Update • Roger Bray 

Two-faced flight 


Travellers Hying the 
Atlantic from Brussels this 
summer will be able to 
choose from the distinctive 
cabin services of two 
different airlines - on the 
same aircraft 
The unusual arrangement 
stems from a co-operation 
deal between Sabena and 
City Bird, a privately owned 
Belgian carrier. It will be 
introduced on flights to and 
from Newark New Jersey. 
Montreal and the Brazilian 
city of Sao Paulo. Sabena 
will supply the pilots and 
operate business class and 
one of two economy cabins, 


W e were travell- 
ing to Birming- 
ham when we 
pulled up 
outside a Regency hotel 
recommended by the guide 
book. We bad to look twice 
at the building for signs of 
its 18 th century’ exterior, but 
certainly agreed with the 
book that the rooms were 
"compact - '. 

The low ceilings, gloomy 
lighting and inadequate 
cupboard space were bad 
enough. But worse still was 
the clarity with which the 
conversation next door could 
be followed and the clatter of 
footsteps upstairs. 

Lack of adequate 
soundproofing is one of the 
most common design faults 
in hotels, according to a 
recent report from Pannell 
Kerr Forster. the 
London-based hotel 
consultant. Other mistakes 
include badly located 
kitchens which result in 
food being cold by the time 
it reaches the guest, lack or 
storage space and lack of 
maid's service areas on 
bedroom floors, which 


while its partner will 
provide service in a separate 
economy section. 


the airline: "Since TWA 
stopped flying it in 1994. 
rights have existed for 
another foreign airline to 
fly the route.” 


them in more than 50,000 
places. 


Paris hopes 

With French and US 
officials scheduled to 
resume haggling over open 
sides this week. American 
Airlines Is hoping they will 
clear the way at last for its 
proposed non-stop service 
between Los Angeles and 
Paris. 

The airline finds the delay 
all the more galling because 
it believes its planned 
operation should not be 
affected by the talks. Says 


Amex rand move 


American Express is to sell 
South African rand 
travellers’ cheques. The 
move follows the 
establishment of a joint 
venture between Amex and 
a group of South African 
banks. Customers will be 
able to use them without 
having to pay commission at 
those banks and at some 
2500 other outlets across the 
country'. 

South Africans travelling 
abroad wifi be able to cash 


Lounging about 

No need to pay premium 
fares to pamper yourself in 
an airline lounge. Members 
of Wexas. the Loudon -based 
travel club, can now use 
mote than 80 lounges for 
what it describes as "a 

no minal charge”, usually 

£14. They may pay on the 
spot or through the dub. 
Membership costs £48.08 a . 
year. 


The science of 
good design 


Hotels are waking up to the problems of badly 
planned rooms, says Scheherazade Daneshkhu 


results in poor service. 

"Good hotel design has to 
respond to what the 
customer wants rather than 
what the architects or hotel 
designers think is required,” 
says the report. It believes 
that too many hotels run the 
risk of satisfying the egos 
and aspirations of the 
owners or designers instead 
of guests - needs. 

"Hotels have to be 
designed and built in an 
efficient manner. Hotel 
design is both a science and 
an art - but the art comes 
later,” says Stan Dixon, 
director. "As consultants we 
have stayed in hotels where 
the morning call is provided 


by the couple in the next 
room having their first 
argument of the day; where 
the breakfast arrives cold 
and the waitress is 
exhausted by her trek from 
the kitchen, and where the 
car park is the final resting 
place for last week's 
rubbish.” 

Strong stuff, but PKF is 
coy about n amin g the worst 
offenders. 'They tend to be 
prestigious five-star hotels, 
but we have also stayed in 
budget hotels with a lot of 
sound transmission," says 
Roger Stevenson, senior 
consultant, who also says 
that in general hotel design 
is getting better. 


Other offenders are those 
running a hotel for the first 
time, perhaps as franchisees, 
who do not appreciate the 
amount of planning needed 
in designing a room and may 
be too inexperienced to give 
the architects an adequate 
brief. 

"Sometimes you are in bed 
and reach out to switch off 
the light only to find that 
the switch won't turn off all 
the lights so you have to get 
out of bed again,” says Mr 
Stevenson. "Or there are 
times when you try to make 
yourself a cup of tea and 
find out there isn't a socket 
for the kettle which means 
you have to unplug 


business travel insurance 
specialists ETL The 
company rites armed 
robbery and carjacking as 
two of the biggest dangers. 

It compared hazards in lfr • 
countries where imports. 
from the UK have grew • 
fastest between 1992 and 
1996. Basing its assessment , 
on claims and scoring each 
country from one to 10 - the' 
higher the number, the 

greater the danger - it rates 
Albania the most (temgerou&T 
Brazil gets- eight . . 


Enrope. From Sunday tt wra Likfejy weatfe in centres 

scrap first' class in name but ' * 04 

offer the same service at 
business class fares. 

The airline has already $ 



made similar changes on v . - ' : " ^ - •' ; jgjfa .2 0 

routes to tbe Indian " „j. 


subcontinent and Asia. 


Bike valets 


Risky business 

Brazil is rated one of the 
world’s riskier countries in a 
new league table from 


Jordanian comfort 


Royal Jordanian is' about to 
launch a new deal for - 
business travellers on 
flights between Amman and 


Vaiet parting for cyclists is 
now on offer at the recently ' 

\ refurbished Royal Garden - 
Hotel in London’s 
Kensington. Clanrung to.’ ■ 

. have noticed an increase in : 

• the number of visitors 

• pedalling there for meetings 
and lunches, it promises to: . 

: store bikes securely and 
.-keep helmets and gloves 
vn inn.:'- ■■■'■ 






something else.” These sort 
of irritations, he says, can be 
avoided by proprietors by 
first building a mock-up 
room and testing it before 
endorsing the design. 

As international hotel 
chains consolidate, there is a 


danger that hotel design can 
become characterless. This 
is a weakness - which 
town-house hotels and small, 
often luxury, properties have 
exploited by marketing 
themselves as offering, 
a more individualistic choice 


than a bland chain. 

Balancing the chains' 
demand for cost-efficiency 
with the desire to build 
! something alluring is a 
problem, -according to Luca 
Clavarino. architect at the 
“Milan-baaed “Mario Bellini 
Associate ‘The major hotel 
groups have increasingly 
evolved a standardised hotel 
product that enables 
operators to brand, their 
products and- deliver 
consistent amenities and 
services to their. customers,” 
he says. _ t 

"This means that it is 
more difficult for the 
architect to come up with a 
design that both .meets a 
■ developer's requirements , for 
commercial success and 
achieves the level of 
personality necessary- to 
make a building attractive 
and of architectural value. 
That is the real- challenge.” 


Hotel Design and 
Construction in the UK. 
Pannell Kerr Forster, New 
Garden House, . 78 Hatton 
Garden, London EC1N 8JA. 
£250. 


D o companies want their 
highly paid executives 
turning into travel 
bookers? New self- 
booking technology could do just 
that 

It is suited to those regularly 
making the same tbere-and-back 
trip. Aberdeen-based Seaforths 
Travel, which markets Ticket 
Window self-booking software, 
took just three-and-a-half minutes 
to complete a simple booking. A 
p re-stored itinerary was triggered 
on making tbe fresh booking. 


are brought to book 


“Not all travel is that way.” 
cautious Andrew Collins, director 
of information technolog}' at The 
Travel Company, a travel man- 
agement company. “If you don’t 
know exactly what you want and 
you have to look at all the flight 
possibilities it'll take longer.” 
Travel agencies welcome the 
innovation as it means they can 
be more productive in other 


areas. But companies have been 
reticent “No-one's clamouring to 
do it,” confesses Peter Kite, client 
services director at Hogg Robin- 
son BT1, a travel management 
company. “They say. ‘Why have a 
travel agent then do it your- 
self?’” 

“Companies are not comfort- 
able with it They have to drive 
it and incentivtse their employees 


to nse it,” says Collins. 

Ahead of the pack is engineer- 
ing and energy services multina- 
tional Halliburton Brown & Root 
Group- Norman Ryan, then corpo- 
rate travel manager, pioneered 
the use of “look and book” PC- 
based travel reservations systems 
in 1995. Self-booking has been, on 
trial In locations throughout the 
UK- People book domestic and 


. international journeys, particu- 
larly to the US. “It's hard to get 
the users to find fault with the 
system,” says Ryan. 

He sees advantages in generat- 
ing accurate pre-trip data, 
speeding up the checks ou seat 
availability, reducing . the 
processing costs and the need for 
so many approvals, and ending 
the frustrating games of “tele- 


phone tag”, with, travel agents. 

The trial has raised issues, such 
as who owns the reservation, the 
ne c es s i ty of installing an ISDN 
line, and the “embryonic issue of 
surfing the net” as Ryan calls it 

Ryan is canstderfog the possi- 
bility of a carrot-and -stick 
approach if employees don't use 
the self-booking system... “We 
could always trim their 'bonuses,” 
he muses. That’s quite an incen- 
tive. .i . 


Gillianllpton 


Scheme 
members 
shifted 
to KLM 


N orthwest Airlines is 
ejecting all 70,000 
European-region 
members of - its WorldPerks 
frequent flyer programme. 
From June 1, they will be 
■transferred to the Flying 
Dutchman programme of 
KLM Royal Dutch Airlines. 
The move reflects a rational- 
isation of. arrangements 
between the two. airlines, 
even as KLM is preparing to 
solicits equity interest in 
Northwest. 

KLM is taking over not 
only Northwest's frequent 
flyers but also its European 
reservations and ticketing. 

Points are being trans- 
ferred on generous terms, at 
least -for WorldPerks’ Gold 
and Preferred members. But 
Flying Dutchman, even at 
the top Royal Wing level, 
lacks many elements which 
keep WorldPerks competi- 
tive in the US market 
WorldPerks: Preferred or 
Gold refugees, for example, 
will no longer get mileage 
bemuses for economy flights, 
threshold bonuses . based on 
annual- mileage or first class 
Upgrade coupons for US 
domestic flights. They will 
also lose the ability to use 
awards for- unaccompanied 
family members. - 
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The race for Innovatm 


i $ 


Around the world Kvaerner 
distinguishes itself 
through innovation^.. 

Throughout out wide range of 
busmens activities all over the world - 
from maritime technology to scr vices 
for the eocKdhciont processing of 
natural resources and complex 
construction projects - innovation 

has been the Kvoernor hallmark. 

And as the Whitbread-favourite 
Innovation Kvaorrier circles the globe, 
it sLmds as not only n svnihol. but - 

also an cxompic of this quality. 

It benefits from Kvaemer s vision and 
m-deptb Knowledge of a broad range 
of industries. 


Our ability to manage a project 
anywhere on the face of the earth 
has tis-eo proven again and again -.vith 
innovative projects like these... 

. 1 : T!»o sky'*, flit: limit. 

With Boeing cirul two partners 
from Russia and the Ukraine. 

Kvaerner is building the world s first 
cea-bnscd facilities for launching 
commercial satellites. 

Fighting waves. 

We re currently developing concepts 
for a 1.600 metre fio;rtin;‘ airport for 
the U.S. Pentagon - a unique solution 
fur a strategic defence initiative. 


Luxury n;i ,, 

Kvaerner will set new standards in 
maritime tochnolop.y t>v budding two 
new luxury liners. At 130 OGU gross 
tonnes each, they will be 30 larger 
than any other liner planned or built. 

' : f ay ending bi-iivf. 

Typhoons arid logistical 
complexities challenged 
Kww-rner's ingenuity 

during the construction 
of Hong hong % T‘-ing .Ylo 
bridge - the largest double-deck 
suspension bridge in the world. 

From the* North Sea to the Pacific, 
innovation around the v-.orid is what 
Kv.-wmer Is ail about. 


Avacrni.r kte S’. t a. -..-at .-c- 1 - • • v.v;. • . 


IHuiO Kiix -•!•! i?j ;:S00 


Engineering and construction - worldwide 
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London 

;THe Setpef^n^ Gfedfery 5V; 
irHj^'Paric re^Ope^'ite/"' 
[Jdoore bn ;TrturadayjaftBr - 
lengthy restoraiic^. Jhe " : 
| inaugural sfi^i devad»d ■ 
Mg the wbrk*of r Pfep ; . ;. ■ 


fpff.tKe r^ckJornisad 
wtiut ’abated JJVv 


'*+> y»»* fc 


■■ Serpentine's poflcy on 
\ experfmantal programming 
remains unchanged. 

. ;" [Sri^ sca^Jtbr Anthony Caro 
[- %tfte^subjeet of the latest 
'■'■ yexhibition at the National Gaftary. 
: ; 'Opening on Wednesday, the 
.. ^Kw bnr^ tDgethar a series of 
-threeidimendond'Mer^ 

’ 'Caro has made of paintings by 
1 G3otto r Rembrandt, Van Gogh 
l aWathareC .-' 

. • Jan Rickson, the new artistic 
'?■ ^director of the Royal Court,. 

/ .presents his atmospheric 
[ production of Conor 
' . McPheraon’s tender ghost story 
; ;77»Wefrat thaTheatre 
v Dovvhslairs (the Duke of York’s) ' 
: .tonight. Previously seen at the ■ 

-: ■ Theatre Upstairs-, the cast ' 

!. .Includes Jim Norton and Julia 
Ford (right). 

* •'■/ MMnwhlte. Shared . '. 

[ Experience's Nancy Meckter ..- : 



directs the premiere of Judith 
Thompson's I am Yours at the 
Theatre Upstairs [Ambassador's 
Theatre). The first night is 
Wednesday. 


[VENICE 

j The mam event of the art season 

I on the Grand Canal is a Picasso 
retrospective curated by > 
Philippe Regnier, director of 
the Mus4e Picasso in 
Paris. His selection will 
concentrate on the 

artist's first visit to Italy 

rc 7977 and me impact 

it had cm his style. The - ifftjjijM 

paintings come from L J^P 

important public and 

private collections, '■ &* (£& 'i 

and are insured for a '-J&ggK-M 

record S585m. The 

show opens on 

Sunday and tuns - . 

until the end of £&jjtirag|g 

June. 

SAN FRANCISCO -^1 

The BBC Symphony ..- J 

Orchestra starts a three- .'.JSj 
week US tour on Sunday ^'J§a 


with a concert at Davies Hall. The 
tour, conducted by Andrew 

Davis, includes concerts in 
gg&t*. Las Vegas, New York and 
pt fr ‘ Boston, with 

'Cast.- programmes ranging 
from Mark 
Anthony 
. Tumage’s 

MJpf-. Momentum to 

aferyi. ’ * Bertioc's 

Symphonie 
fe’rl. -.V., ■’ *■'!» fanlastique. 

i — . . r ■ — 

UrSJj. NEW YORK 

’ ' ' *' No Americein 
museum is more attuned 
*=, to French art than the 
H&. Metropolitan Museum of Art. 
j||sr which this year features 
several retrospectives 
previously shown at the 
llllflfc Louvre. The first is 

devoted to work (left) 
SfflSp* by the sculptor 


Augustin Pajou (1730-1609). 
Opening on Thursday, it includes 
his monumental marble figures 
and highly expressive designs for 
the royal opera at Versailles. 

MUNICH 

On Wednesday the Bavarian 
State Opera gives the German 
premiere of Tippett's The 
Midsummer Marriage. Mark Elder 
conducts a staging by Richard 
Jones, and the cast Is headed by 
Philip Langridge, Lauren Flanigan 
and Alison Hagiey. 

VIENNA 

Two operas by Benjamin Britten 
have their Viennese premieres 
this week. The Kammeroper 
presents The Rape of Lucretia 
Tonight, followed by A 
Midsummer Night’s Dream at the 
Volksoper on Friday. Both will be 
sung in German. 


on sea 

Two contrasting museums in 
Stockholm celebrate the old and 
the new, writes Colin Amery 


S tockholm is 
launching Itself as 
the Cultural Capi- 
tal of. Europe for 
the year 1998 in a 
quietly spectacular way. 
with the opening of hot just 
one but two museums. 

Rafael Moneo, the Spanish 
architect, won an Interna- 
tiona] competition in 1991 to 
design both a new museum 
of modern art and an archi- 
tectural museum on the 
island , of Skeppsholmen in 
the old naval centre of the 
city. 

The site Is magnificent cm 
one of Stockholm's many 
islands with a view towards 
the unspoilt skyline of old 
Stockholm, dominated by 
the Nordic Museum and the 
remarkable structure that 
houses the ancient Viking 
ship, the Vasa. Skeppshol- 
men was once the home of. 
the Swedish navy and the 
great 19th century drill halls 
and earlier rope manufacto- 
ries are now adapted to 
museum uses. 

But the one dominant ele^ 
ment all around is the sea. it 
is an -active sea, moving in 
the strong low Nordic light 
and alive with ships of all 
sizes.- -Stockholm belongs- to 
the sea, and its architects 
until the latter half' of this 
century - have realised this 
and built landmarks on the 
rocky islands to greet the 
sailors. 

Rafael ' Moneo's new -- 
museum of art, the Modern 
Museum, adds some 20,000 
sq m of gallery and exhibi : 
tion space and joms it to' the 
19th-century naval buildings. 
He has opted for an unusual 
approach to the site, keeping 
a low profile for his galleries 
which rise, with blank walls, 
out of the tucks. His skyline 
of pyramid-shaped roofs and 
tall lanterns suggests matt- 
ings or marine industries, 
while their Roman -pink 
stucco walls evoke more 
Mediterranean islands. His 
museum is a solid presence 
that is almost fortified from 
the sea. 

Inevitably Stockholm's 
new museum will be com- 
pared with other recent 
museum openings, especially 
the Getty Museum on Its Los 
Angeles hilltop, designed by 
Richard Meier, and down- 


town Bilbao's Guggenheim 
Museum, designed by Frank 
Gehry. The Getty is a mod- 
ernist giant, which feels as 
fortified as any Dalai Lama's 
palace in Tibet The Guggen- 
heim is a glorious adventure 
that gleams with sculptural 
originality at the end of 
every vista in Bilbao. 

Stockholm's new Modern 
Museum is much more con 
ventkmaL It is elegant and 
generous, blit its collections 
and exhibitions have been 
placed inside a hermetic, pri- 
vate world. 

O n the seaward 
side of the gal- 
lery spaces is a 
brilliant res- 
taurant, with 
incredible views. On the 
inland side, the gallery is 
approached via a long, wide, 
bright corridor flanked by 
groves of birch trees; this is 
the path to the sealed 
shrines dedicated to the sol- 
emn worship of 20th-century 
arL 

VMtors are only allowed 
two glimpses of the outer 
world from the galleries. The 
high roof and tall lanterns 
have been; glazed in a way 
that lets in very little^Hatu^- 
ral daylight I was told that 
the old bugbear, "conserva- 
tion", meant that, real light 
is taboo. The result is a 
series of' formal, mainly 
square, rooms that follow a 
controlled grid, dignified' 
spaces that are conducive to ‘ 
high level contemplation 
rather than active enjoy- 
ment. ' \ 

As a result, it seems that 
the liveliness of Stockholm's 
good contemporary art col- 
lection has been suppressed 
by the building. This is . not 
true in the Architecture 
Museum, wheire the main 
exhibition space is a con- 
verted drill hall, with a 
lively installation by the 
Swedish architect Thomas 
HeUquist Moneo's additions 
to this element, a cafe, a 
beautiful library and offices, 
are ah modest, low scale and 
agreeable to use, following 
much more in. the Swedish 
modem tradition. But the 
contrast between the balls of 
art "and the seaside restau- ' 
rant, is incredible. Art clearly 
has to be endured, while 



Room with a view: the restaurant in the Modem Museum 


food and &ink- and views of 
the sky and the sea are 
clearly to be enjoyed. 

However, tbe. Modem 
Museum's curators seem to 
have reacted to their serious 
new home with an enjoyable 
sense of anarchy. There is 
the inevitable Carl Andrfr, 
rusting slabs of steel on the 
corridor floor, and the usual 
silliness from the Chapman 
brothers, pathetically trying 
to shock with their toy mod- 
els of "The Disasters Of 
War”. - 

T his kind of sensa- 
tion is now de 
zigueur for muse- 
ums of modem 
art and David 
Elliot, tbe new director in 
Stockholm, has followed the 
form. His opening exhibition 
is encouragingly entitled 
"Wounds", and attempts to 
explore tbe injuries caused 
when art “cuts through the 
comforting surface of con- 
ventional culture". The exhi- 
bition takes on contempo- 
rary life over the past 40 
years - it is too much. It is 


hard for the artists to rise 
out of the pretentious 
argument 

It is in the display of the 
permanent collection that 
anarchy truly reigns. ITnder 
the subtitle of “Dialogues", 
juxtapositions are made to 
provoke both laughter and 
debate. Marcel Duchamp’s 
"Urinal" (1917) is placed in 
front of Picasso's monumen- 
tally beautiful figurative pic- 
ture "La Source" of 1921. A 
Braque landscape is cor- 
nered by a vibrating iron 
mobile by Alexander Calder, 
which is under the eye of 
Rauschenberg's dead sbeep 
stuck in an old tyre, called 
“Monogram 1955-1959". It is 
hard to hear dialogue at this 
point. Perhaps the coolest 
display is Constantin Bran- 
cusi's memorably simple 
sculpture, “The Newborn" 
(1920), put among the glass 
detritus of a pointless work 
entitled “Sperm Piece", by 
ROd Smith, of 1991. 

Rafael Moneo's tall gal- 
leries were, at least at the 
opening, ringing with laugh- 
ter at the bizarre and ludi- 


Qpera/Richard F airman 

A ‘Butterfly’ to 
reach the masses 


crously provocative nature 
of the opening displays. 

The Architecture Museum 
is much more intelligently 
displayed, with the main 
exhibition defining tbe his- 
torical elements that pro- 
duced the special qualities of 
Swedish 18th and 19th cen- 
tury architecture. The first 
temporary show, called 
“Rooms on the Run", amus- 
ingly explores the collapse of 
formal space into the vacu- 
ity of Modernism. At its 
heart is an inner r»m of 
treasures that shows how 
rewarding the display of 
objects for pleasure and edu- 
cation can really be. 

Stockholm now has two 
new museums that should 
be seen. The Modern 
Museum may find itself 
limited by the formality of 
its galleries that seem 
utterly counter to tbe way 
forward for modern art in 
the city. But the Architec- 
ture Museum is a small gem; 1 
and the views from the 
blond restaurant bring 
Stockholm to life in a 
dazzling way. 


I t is probably a better 
class of lunch invitation 
in Raymond Gubbay's 
diary these days. While 
the nation's opera compa- 
nies are collapsing, Gubbay 
the musical entrepreneur is 
thriving, which must inter- 
est ever-more despairing 
singers, conductors, produc- 
ers and their agents. 

Want a contract for 14 per- 
formances in front of a total 
audience of about 60.000 
people? Gubbay is your man. 
currently filling the Royal 
Albert Hall for his produc- 
tion of Madam Butterfly. 
This is the third joint ven- 
ture into opera by the hall 
and Gubbay. its chosen pri- 
vate sector partner, and it is 
easily the best. Hopefully, 
we are seeing the upward 
swing of a learning curve 
that is going to continue. 

Whatever doubts one 
might have entertained in 
the past about the artistic 
merit of a Gubbay evening, 
there is one thing Dobody 
can deny: he is a maestro 
when it comes to marketing. 
At a time when opera com- 
panies are fighting against a 
public backlash, Gubbay 
manages to sell his produc- 
tions as “people's opera” or 
“opera for everybody" - 
buzzwords that must make 
every Royal Opera Up curl 
into a wry smile. 

The selling point of this 
Madam Butterfly is that the 
arena of the Royal Albert 
Hall has been flooded. Actu- 
ally, the water is barely pad- 
dling depth, but it does make 
for a picturesque setting. 
David Freeman's production, 
designed by David Roger in 
the round (like the previous 
two Royal Albert Hall pre- 
sentations), starts out in a 
Japanese Idyll of water gar- 
dens and blossoming trees, 
but as tragedy draws near, 
the landscape equally turns 
arid and harsh. 

This is the one producer’s 
gloss on what is a thor- 
oughly conventional produc- 
tion. Seeing the name of the 
experimentalist Freeman 
associated with this kind of 
mass entertainment raised 
some eyebrows in advance. 
Surely he could not resist 
his penchants for slow-mo- 
tioD acting or singing in the 
nude? But no - this is a 
standard Madam Butterfly 
and nobody in tbe cast feels 
a need to rip off their 
kimono and go streaking 
across the stage. 

Its distinguishing feature 


is simply that it is well done. 
The contribution of the 
many extras, local Japanese 
townsfolk and children, is 
nicely detailed; and the 
atmosphere is charmingly 
evoked, from the night lights 
floating in the water during 
the love duet to the lanterns 
that glow throughout tbe 
h ummin g chorus. Nor does 
Freeman miss the social 
comment. Butterfly’s care- 
less rejection of her “ances- 
tors" clearly sends a chill 
through her family. 


T he cast all look 
their parts - even if 
somebody sitting in 
the back row of the 
balcony would need a tele- 
scope to see them at alL The 
Chinese-Canadian soprano 
Liping Zhang makes an ideal 
choice as an Oriental Butter- 
fly who can also sing the 
English translation with 
decent clarity. One of the 
strange things about singing 
opera with a microphone is 
that it needs the kind of 
voice that sounds good on 
record rather than on stage. 
Zhang has purity and beauty 
and at least sufficient power. 

Craig Downes looks as if 
he might credibly have been 


a naval officer and sings 
cleanly, if with rather reedy 
tone. He lights up a cigarette 
at one point, in front of the 
children too, so it is not just 
film stars on the health advi- 
sory council's black list. 
Keith Latham makes an 
avuncular Sharp less and 
Marcia Bellamy a refined 
Suzuki, although some of the 
voices in this first cast 
would be pushed if they had 
to sing the opera without the 
help of amplification. 

From its new position on 
the platform, rather than in 
a makeshift pit. the BBC 
Concert Orchestra, under 
tbe able direction of Peter 
Robinson, only occasionally 
drowned them. Tbe orches- 
tral balance works better 
like this, but opera was 
never meant to be performed 
in the round. It is all very 
well enjoying the perfor- 
mance from the luxury of 
the press seats. Way up in 
the gods, with poor sight- 
lines and distorted sound, 
commercial opera might not 
seem such good value for 
money. 

Performances continue at 
the Royal Albert Hall, Lon- 
don SW7 until March 1. 



Liping Zhang and Craig Downes 




■ AMSTERDAM 

OPERA 

Netherlands Opera, Het 
Muztektheater 

Tel: 31-20-551 8911 
Die Waikure: by Wagner. New 
production conducted by; 
Hartmut Haenchen.in a staging 
by Pierre Audi; F eb 25 

■ BERLIN 

CONCERTS 

PhiBiarmonio 

TeL- 49-30-2548 8354 
Berlin PMthamwnfc ^Orchestra, 
conducted by Claudto Attain 
works by Beethoven and IMaW**- 
With soloists including /wea 
Brendel and Anne-Softe von 
Otten Feb 28 

OPERA , 

Staatsoper unter den Linden 

Tel: 49-30'2035 4555 
www.staBtsaper-b e " in - ^ 
Falslaft: by Verdi. New 
production conducted b y 
Abbado in a staging 
Miller. Rnggero Raimondi wigs 


the title rote; Feb 24, 27 

■-.BOLOGNA 

CONCERTS 
Teafro Com (mate ' 

Tefr 39-51-629 999 y 
wwwjteifuno.it/bo/ ’ / V 
teatrocomunale' 

Andras Schrff: recital by file 
pianist of works- by Scarlatti, 
Haydn and Schumann; Feb 23 

■ BRUSSELS 

OPERA 
La Monrtaie 

Tel: 32-2-229 1211 
Duke Bluebeard's Castle: new 
production of Bartdk's one-act 
opera, conducted by Lothar 
Zagrosek. Staging by Anne 
Teresa de Keersmaeker, who Is 
also choreographer of Quatuor 
ffr. 4* which completes lira 
programme. "The sets for , 
Bluebeard are by Gisbert Jflkel, 
with costumes by Rutii 
Sabounghi; Feb 24, 25; 26; 
27.28 ' 

■ CHICAGO 

CONCERTS 
Orchestra Hall 

Tet 1-312-294-3000 
wmr.chioagosyrrphdny.org 
Chicago Symphony Orchestra: 
conducted by 2ubin Mehta In. 
works by Crumb and Bruckner. 
With soprano Barbara Ann 
Martin; Feb 26. 27, 28 

EXHIBITIONS 

Art institute Of Chicago 

Tet 1-312-443 3600 
wwwjardc.edu 


Japan 2000: Architecture for the 
Japanese Public. Part of a 
year-long examination of the role 
of government in Japanese 
architecture. Includes drawings, 
models and photographs of 
public buildings including 
museums, dams and bridges; 
Kisho Kurakawa Gallery; to 
May 3 

■ EDINBURGH 

OPERA 

Edinburgh Festival Theatre 
Tel: 44-131-529 6000 
Scottish Opera: Cosi fan tutte. by 
Mozart. New production by 
Stewart Laing, conducted by 
Nicholas McGegan; Feb 24, 26 

■ HELSINKI 

OPERA 

Finnish National Opera 
Tel: 358-9*4030 2211 

• Come back, Gabriel: world 
premiere of llkka Kuusisto's new 
work based on the true story of a 

. confidence trickster who preyed 
on lonely women. Staging by 
Jussi Tape la, with designs by 
Anna Kontek; Feb 23 

• The Magic Flute: by Mozart. 
New production by Swedish 
director Etienne Glaser, designed 
by Peter Tlllberg. Conducted by 
Okko Kamu; Feb 24, 27 

■ LISBON 

OPERA 

100 Days Festival, Expo *98 

• Kirov Opera; The Flying 
Dutchman by Wagner, Main 
Auditorium, Centro Cultural de 
Bel 6m; Feb 23 


• Kirov Opera: Sadko by 
Rlmsky-Korsakov; Teatro 
Nacional de Sao Carlos; Feb 24 

• Kirov Opera: Betrothal in a 
Monastery, by Prokofiev; Main 
Auditorium, Centro Cultural de 
Betem; Feb 25 

■ LONDON 

CONCERTS 
Royal Festival Hall 

Tel: 44-171-960 4242 

• The Royal Opera: Andrea 
Chenier, by Giordano. Concert 
performance, conducted by 
Edward Downes. Cast includes 
Maria Guleghina and Anthony 
Michaels- Moore; Feb 23, 27 

• Vienna Philharmonic 
Orchestra: conducted by 
Riccardo Muti in works by 
Beethoven and Mahler 
Feb 24 

OPERA 

English National Opera, 
London Coliseum 

Tel: 44-171-632 8300 
9 The Tates of Hoffman; by 
Offenbach. New production by 
Graham Vick, designed by 
Tobias Hoheisel and conducted 
by Paul Daniel/Wiliiam Lacey. 
Cast includes John Tomlinson; 
Feb 24, 26 

• Xerxes: by Handel- 
Conducted by Noel Davies in a 
production by Nicholas Hytner. 
revived by Emma Jenkins; Feb 
23, 2B 

■ LOS ANGELES 

OPERA 

L_ A. Opera, Dorothy Chandler 
Pavilion 


Tel: 1-213-972 8001 
www.laopera.org 
The Magic Flute: by Mozart 
Revival conducted by Julius 
Rudel in a staging by Sir Peter 
Hall: Feb 24, 26 

■ MANCHESTER 

CONCERTS 
Bridgewater Hall 
Tel: 44-161-907 9000 
9 Evgeny Kissin: first of five 
recitals in the UK to be given by 
the pianisf Feb 24 
• Vienna Philharmonic 
Orchestra: conducted by 
Riccardo Muti in the orchestra's 
first performance in Manchester 
since the 1940s; Feb 23 

■ MUNICH 

OPERA 

Bayerische Staatsoper 
Tel: 49-89-2185 1920 
The Midsummer Marriage: by 

Michael Tippett Munich 
premiere. Mark Oder conducts a 
production staged by Richard 
Jones, with a cast including 
Alison Hagiey and Philip 
Langridge; Feb 25, 28 

■ NEW YORK 

CONCERTS 
Carnegie Hall 

Tel: 1-212-247 
www.Garnegiehall.org 
Sibelius Academy Symphony 
Orchestra 1 conducted by 
Esa-Pekka Salonen in works by 
Beethoven, Sibelius and 
Stravinsky; Feb 25 

EXHIBITIONS 


Museum of Modem Art 

Tel: 1-212-708 9480 
www.moma.org 

Alvar Aalto: Between Humanism 
and Materialism. Centenary 
tribute to the Finnish architect, 
designer and town planner. 
Includes sketches, drawings, 
models and photographs, many 
of them loaned by private 
collections in Europe; to May 19 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tel: 1-212-362 6000 
www.metopera. org 
Samson et Dali la: by 
Saint-Saens. New production by 
Elijah Moshinsky, with designs by 
Richard Hudson; Feb 25, 28 

■ PARIS 

CONCERTS 
Salle Pleyel 

Tel: 33-1-4561 6589 
Orchestra de Paris: conducted 
by Leif Segerstam in works by 
Segerstam and Sibelius. With 
violin soloist Gidon Kremen Feb 
25, 26 

Theatre dee Champs Efysees 

Tel: 33-7-4952 5050 
Minnesota Symphony Orchestra: 
conducted by Eiji Oue in works 
by Mozart and Tchaikovsky; 

Feb 24 

■ ROME 

OPERA 

Teatro del I* Opera 
Tel: 39-6-481601 
www.themix.ft 

La Favorite: by Donizetti. New 


production by Beni Montresor, 
conducted by Frederic Chaslin; 
Feb 24, 25, 26. 28 

■ SAN 
FRANCISCO 

CONCERTS 
Davies Symphony Hall 
Tel: 1-415-864 6000 
www. sfsymphony. org 
San Francisco Symphony 
Orchestra' conducted by Michael 
Tilson Thomas in Stravinsky's 
The Firebird. Programme also 
includes Copland's Clarinet 
Concerto; Feb 25, 26, 27, 28 

■ TV .AND RADIO 

9 WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
649 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

06.30: Moneyline with Lou Dobbs 
13.30: Business Asia 

19.30: World Business Today 
22.00: World Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07; 07:07; 08:20; 09:20; 
1050; 1120; 11:32; 1220; 1320; 
1420. 

At 08:20 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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A blow against bribery 

Michael Hershman on the OECD campaign over corruption 




I n the first few months 
of this year. 34 coun- 
tries will present to 
their national legisla- 
tures a convention making 
bribery of foreign public offi- 
cials a criminal offence. The 
convention was initialled by 
the countries last December. 

This coalition of diverse, 
Industrialised nations - 
the 29 members of the 
Organisation for Economic 
Co-operation and Develop- 
ment and five others - has 
finally recognised what has 
been part of US law for 20 
years: foreign bribery is a 
crime, not simply business 
as usual. 

That recognition is long 
overdue. After years of diffi- 
cult. often rancorous negoti- 
ations. OECD members have 
subjugated something of 
their national self-interest to 
the pursuit of a larger global 
good. One of the first benefi- 
ciaries may be tbe US- 
The OECD convention 
smoothes out some of the 
inequities faced by the US 
since the passage of the For- 
eign Corrupt Practices Act 
in 1977. Because of the act 
the US has. for the past two 
decades, been hobbled by 
laws prohibiting bribes to 
foreign officials, a restraint 
that is absent from the laws 
of its trading partners. 
According to sources from 
the US Department of Com- 
merce, American companies 
lost more than 100 interna- 
tional contracts, valued at 
S45bn, in 1994 and 1995 as a 
result of bribery. 

Transparency Interna- 
tional, a not-for-profit organ- 
isation that campaigns 
against corruption in inter- 
national business, applauds 
this action. Tbe convention 
confirms a trend towards 
giving mare weight to ethi- 
cal issues in international 
matters which began with 
the Foreign Corrupt Prac- 
tices Act passed in the after- 
math of the Lockheed scan- 
dal. Over the years, the 
trend has won the support of 
many international bodies, 
including the United 
Nations, the World Bank, 
and the World Trade Organi- 
sation. Together, they have 
made it clear that foreign 
bribery is a costly crime. 

And therein lies a new 
realpolitik, in which govern- 



ments recognise that ethical 
issues are not separate from 
political and business ones. 
Essentially, bribery is an 
invisible tariff artificially 
boosting the cost of a con- 
tract, forcing prices up. 
Apart from the immorality' 
of the act. it is poor business 
in that it stifles efficient 
free-market trade. And. as 
we have seen in countries as 
far flung as Brazil. Japan 
and Italy, corruption can 
subvert and destroy political 
processes. 

Fortunately, the conven- 
tion is more than moral pos- 
turing - it has practical and 
far-reaching consequences 
for international trade. 
While it would be foolish to 
suggest that it will create a 
level playing field, it does 
create the prospect of fair 
trade. And while it will not 
el imina te bribery’ and cor- 
ruption, it heralds a mitiga- 
tion of obstacles to fair play 
and economic growth — if it 
is effectively enforced in 
each country. 

That’s a big “if'. Bribery 
has a proven history of giv- 
ing competitive advantage to 
the bribe-giver and wealth to 
the bribe-taker in developed 
and developing nations 
alike. The question that the 
parliamentarians discussing 
the OECD convention need 
to ask is: at wbat price? 

In developing countries, 
the price of bribery is treach- 
erously high. It siphons off 
scarce resources to often 
useless projects. Middle and 
lower-level civil servants 
receive such low pay that 
corruption is merely a 


means to survival. Reforms 
must begin with a nation's 
leader and filter down to 
civil servants if there is to be 
any expectation of 
long-term. permanent 
change. At present many 
countries do not have ade- 
quate laws addressing cor- 
ruption and lack internal 
mechanisms to police it. 

As the OECD convention 
makes clear, industrialised 
nations hardly serve as mod- 
els to emerging nations. US 
multinational companies 
have complained for years 
that in man y countries, price 
and quality are discounted 
In the awarding of public 
contracts. Inhibited by the 
corrupt practices legislation. 
US companies have not been 
able to export to certain 
countries, or sign trade 
agreements, while other 
OECD members entered 
emerging markets uncon- 
strained. 

That is why strict con- 
formance rules should be 
embedded in the legal struc- 
ture of member countries in 
order to monitor obedience 
to the OECD treaty. It would 
help to bind each country, 
and mandate strict and 
aggressive enforcement 

Such enforcement should 
include penalties, which 
would levy heavy fines and 
provide a significant finan- 
cial deterrent. Removing a 
violator's export licence or 
hairing companies from con- 
ducting business in a coun- 
try if they have been con- 
victed of bribery, could also 
be a valued deterrent. 

Criminal prosecution of 


>Weaxe-kieeh to’encouwige .... 

' j to ■feel: rCjbafl: Ich^ediTpf^^cbni Published tetter? ;are 

,.Vv : . Transladpa'-h^'b^avai 


*44 m&73;5938 fpaeese sw fax 

i cine, T tft p*/ / www.FT.carn 


Direct low-wage tax credits to employers 




both corporations and indi- 
viduals is essential. At pres- 
ent Japan does not have any 
laws permitting prosecution 
of corporations, only of indi- 
viduals. The convention 
addressed this shortcoming 
by requiring such countries 
to provide ’’effective, propor- 
tionate and dissuasive non- 
criminal sanctions, including 
monetary sanctions". 

The work remaining is 
da unting . Even modest suc- 
cess will require a sustained 
political effort by all 34 
nations to implement and 
enforce the treaty this year. 
It will be a long and tedious 
process of negotiating and 
enacting laws in each mem- 
ber nation, and given the 
obstacles remaining, it 
would be easy to sink into 
an uneasy cynicism. 

But that does not mean we 
should give up. The OECD 
convention endorses the 
crixninalisation of bribery. 
That is a first step toward 
enforcement. Passage by 
national legislatures is the 
□ext step. 

At a minimum , the con- 
vention reflects a new will- 
ingness by its member states 
to confront the ethical dilem- 
mas of bribery and corrup- 
tion. At best, it is an affirma- 
tion of International 
conscience stated In the 
light of a new realpolitik - 
bribery is bad for business 
and is bad business. 

The author is chairman of 
Decision Strategies! Fairfax 
International, and co-founder 
and board member of Trans- 
parency International. 


From Professor Edmund 
S. Phelps. 

Sir. Two recent columns 
urge t as credits to boost low- 
wage workers’ employment 
and the reward to their 
work. My proposal, a credit 
to businesses for each low- . 
wage worker, is endorsed by 
Martin Wolf ("A radical 
route to work”, January 13). 
An alternative proposal, a 
credit to workers on their 
earned income, is viewed as 
superior by Samuel Brittan 
(“How to make work pay", 
January 22). 

For Sir Samuel, the earned 
income credit “has the 
advantage that is closely 
related to family circum- 
stances and special needs, of 
which a subsidy paid to the 
employer cann ot easily take 
heed". For me this is a dubi- 
ous advantage. In the worst 
case, such flexible credits 
would be tailored to pressure 
groups. (In the US, such 
credits go mostly to welfare 
mothers.) Even in tbe best 


case, the extra goal of adjust- 
ing up or down people’s 
earned income according to 
“needs" would divert some 
budgeted funds from the 
main goal - the broadest pos- 
sible employment of work- 
ing-age people in the busi- 
ness sector at terms offering 
them self-support through 
their work. And the message 
“don’t worry if yon add to 
your needs" would be out of 
tune with New Labour’s doc- 
trine of responsibility. 

Credits directed to the 
employer are less subject to . 
fraudulent c laims. Bogus 
“earned income* can be 
obtained In ret ur n for a 
piece of the resulting tax 
credit (as long as the credit , 
exceeds the taxes). Tax cred- 
its to an employer on his 
low-wage employees are 
credits against the employ- 
er’s busin e ss- tax liability: 
they would be of value only 
to le gitimate and profitable-, 
businesses. Fraud could ' 
arise. Yet credits to bosi- - 


nesses would be easier to 
monitor. 

Crediting businesses, not 
earners, has another advan- 
tage, one not previously 
noted. In textbook econom- 
ics it is not a matter of sub- 
stance whether the buyer of 
a house want the cheque for 
tbe tax, so the price is in 
before-tax terms, or the 
seller writes the cheque, so 
the price includes the tax. If 
politics and fraud were 
absent, then, it might seem 
that nothing -is to be gained 
from awarding the tax credit 
to the buyer of labour rather 
than, tbe seller: either way. 
both employment and the 
total reward to work are pol- 
led up. But the dynamics dif- 
fer. The business credit 
impacts on hiring , promptly 
lowering the rate of unem- 
ployment; ie, reward to work 
responds to the tighter 
labour market, though only 
gradually.- 

The earn ed-in come credit 
impacts on the reward to 


2000 problem simply is not seen as 
a potential international emergency 


From Mr Martyn Thomas. 

Sir, You have reported on 
concerns that the UK’s effort 
to beat the millennium bomb 
is losing pace and urgency. 
In reality, no sense of 
urgency has yet been 
created. 

For 18 months, up to 
December last year, I led the 
Year 2000 service line for 
Deloitte Consulting world- 
wide. I have seen dozens of 
year 2000 projects in some of 
the largest companies in the 
world. Most companies had 
not finish ed analysing the 
extent of the risks they faced 
or the cost of repair or pro- 
tection. In every case, esti- 
mates increased as the risks 
became better understood 

Forecasts of the impact of 
problems are based on sur- 
vey answers by companies 
that have not finished th eir 
estimates, provided by man- 
agers who underestimate the 


problem. Most problems will 
not be found in time, but 
2000 is not yet seen as a 
potential international emer- 
gency. Will the limited 
resources be focused on 
ensuring that power, water, 
transport and food are avail- 
able and that emergency ser- 
vices continue to operate? 
Will there be serious and \ 
long-lasting infrastr u ct u re - 
failures? No one knows, but 
there is a substantial risk. 

There is plenty of evidence 
that the scale of the risk has 
not been recognised by gov- 
ernments. Emu-related com- 
puter system changes are 
taking priority In many com- 
panies, yet Emu could be 
delayed and monetary union - 
will be tested to br eaking 
point if there Is a deep global 
recession early next century. 
The government could have 
announced that there will be 
no more legislation that . 


worfid require widespread . 
computer developments this 
century. The public sector, 
could have shown leadership 
in tackling the problems 
with visible urgency, but 
keeping to spending limits 
has been given higher prior- 
ity. 

In your leader “East Asian 
shipwreck" (February is) - 
you write in another coin- * 
text: “This is a world of 
panic. Once panic begins, 
each investor rationally 
wants to escape before all 
tbe others." In the run-up to, 
the end of the century, 
against a background of 
increasingcamputer system - „ 
failures, what assets will 
investors want to hold? How - 
soon will the rational, inves- 
tor want to escape? 

Martyn Thomas, - - 

Holly Lawn, Prospect Place, 
Bath B A2 4QP, UK j 


work; employment gradually 
responds to the cost reduc- 
tions resulting from (for 
example) the greater job loy- 
alty of the employed and the 
greater job search by t he 
unemployed which tbe cred- 
its induce. Thus the job ere- . 
ation is less prompt, less 
quick, hence not really visi- 
ble, not easily demonstrable 
to the public. To this day, 

the US’s earned- income cred- 
its, while vaguely seen as 
encouraging entry into the 
labour force, are not clearly 
recognised as creating jobs 
and lowering the unemploy: 
meat rate. 

Far low-end job creation 
through tax credits that are 
unpoUtidsed cost-effective, 
relatively fraud-free and of 
acknowledged effectiveness, 
direct them to employers. 

JSdmtmd S. Phelps, 
Economics Department, 
Columbia University, 

420 West 118th Street, 

New York. NY, 10027 US 


Bahrain has 
no spies 

From Mr Abdul Aziz 
Mubarak Ai Khalifa. 

Sir. Your article “Bahrain 
spy chief replaced” (Febru- 
ary 20) about Ian Henderson 
was incorrect on two counts. 

First, the Hahrafatan gov- 
ernment does not have spies. 
What it does have is a duty 
to ensure that Rahralniart 
citizens can carry an their 
dally activities free from the 
hurt and attacks of terrorists 
and religious f undamental - 
ists. Second, there has never 
been an "era of torture and 
repression” in Bahrain. This 
predictable quote 1 .from the 
small group of dissidents in 
London should be treated 
with the contempt it 
deserves. 

Abdul Aziz Mubarak A1 
Khalifa, ' 

Ambassador .of the state of 
Bahrain, 

98 Glou ceste r Road, 

London SW7, UK 
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™**! An accountable bank 


won Airline 
of the Year. 

What more could you ask for' 





Best AWne to tha Mkkfle East 
Gold 


Best Economy Class 
Gold 


Best Cabin Staff 
Gold 





Best in-flight Pood end Wine 
Gold 


Best Long-Haul AJrfine 
SBvsr 


; In-flight en t e rt ainm ent 




Best First Class 
Silver 


Best Airfine to the FW East 
Bronze 
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It’s diwa%!> nic« to win an award, especially on? a? prestigious as Airline of the Year. So naturally, 
we were thrilled when wc landed not one, but tunc separate awards in all. 

We'd like to say thank you to the readers of Executive Travel Magazine who voted for us. 
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An independent 
European Central 
Bank has to 
accept democratic 
controls 

Recent discus- 
sion about 
the European 
Central Bank 
has focused 
almost en- 
tirely on who should run it. 
This is unfortunate. It 
diverts debate from the issue 
of substance: how to strike a 
balance between the inde- 
pendence of the new bank 
and its democratic account- 
ability. 

Central bank indepen- 
dence is a means of achiev- 
ing low inflation. But mak- 
ing a central bank 
independent creates the risk 
that it will act mainly in its 
own interest. So there 
should be democratic con- 
trol. But if this is taken too 
far, tbe bank's indepen- 
dence, and thus also price 
stability, may be threatened. 

The instruments of demo- 
cratic control will be much 
weaker in the case of the 
ECB than they are for exist- 
ing national central banks. 
The ultimate threat is that 
independence may be cir- 
cumscribed if the central 
bank performs badly. This 
would be much harder to 
apply to the ECB. because it 
would require all member 
states to agree on a revision 
of the Maastricht treaty. The 
ECB's role as an EU 
decision-making institution 
will also give it more protec- 
tion from political control 
because the economic policy 
debate is still conducted 
mainly at a national level. 

So. in the long term, there 
needs to be discussion about 
what design would represent 
the best trade-off between 
independence and account- 
ability. But if the bank is to 
acquire the necessary politi- 
cal legitimacy from the start, 
the problem of accountabil- 
ity has to be addressed now. 
Otherwise, there is a great 
risk that the common mone- 
tary policy - which at times 
will go against the interests 
of individual countries - will 
be perceived as filegittmate. 
This may in the end have 
devastating effects on the 
EU in general 

The Maastricht treaty 
leaves public opinion as the 


main instrument of demo- 
cratic control of monetary 
policy. This can only func- 
tion satisfactorily if people 
know clearly what fee bank 
is seeking to do and what its 
options are - that is, if there 
is sufficient transparency of 
monetary policy decisions. 
This will impose several 
requirements on the ECB. 

The bank should announce 
a quantitative inflation tar- 
get. so that there is a mea- 
sure against which to evalu- 
ate its performance. Because 
the relationship between 
money and ' nominal Inwima 
is unstable, an inflation tar- 
get is better than a money 
supply target for the purpose 
of accountability . 

An inflation target would 
help stabilise output -when 
demand shocks occur, 
because inflation and output 
then move in the same direc- 
tion. But with supply 
shocks, such as indirect tax 
increases, oil price increases, 
and natural disasters, this is 
not the case. Therefore,, the 
bank should indicate how it 
would interpret the price sta- 
bility goal in such situations. 

It is better for both credibH- 
ity and accountability to 
have a strategy for such, 
events prepared in advance, 
rather than to react in an ad- 
hoc way. • 

The bank should publish 
Its inflation forecasts and 
the judgments behind them, 
so that its decisions can be - 
SCTutinised in public discus-, 
sion. The ECB should also ' 
publish summaries of discus-' '■ 
sions in its governing court- 
cil, so that' fee consider- 


ations behind its decisions 
become known. [Voting 
behaviour of Individual 
council members ought also 
to be made public. „ 

The French government 
has supported the idea feat 
there should be an “eco- 
nomic government” to act as 
a political counterweight to 
the ECB. The risk wife this 
is that J the bank’s indepen-/ 
dance could be jeopardised. 

A less risky, way to 
improve accountability is to 
strengthen the European 
Parliament's role. This 
would seem to be more -in 
line with ’ the Maastricht 
treaty. Under this, the ECB 
president must present the 
bank’s annual Teport to the 
parliament, and members of 
the executive: board can be' 
summoned to parliamentary ' 
committee hearings. 

The legitimacy of tbe 
bank’s inflation target would 
be strengthened if the parlia- 
ment formally endorsed it. 
This would also Stake it nat- 
ural for parliament to take a 
view each yearonhow well 
fee ECB ha& performed and 
to require the bank to 
respond to! fee evaluation. 

' An agreement between the 
.bank and ..the ^parliament . 
could be ia way of formalis- 
ing fee process of account- 
ability. 

In view of fee long term of 
office for the executive board 
and its independence -when 
once -appointed, there is a 

strong argument that a xiom- 1 

fruition should formally 
require-' the assent of . parlia- 
ment./ Parliamentary 
approval could also act as a 



safeguard against political 
compromises between 
national governments which 
could lead to less suitable 
candida te s being nominated. 

If the parliament’s role is 
enhanced, self-restraint will 
be required. The parliament 
must not block nominations 
just to obtain concessions in 
other areas of EU decision- 
making. To TTiflkg bank hear- 
ings as widely publicised as 
possible, they must not 
occur, too often. It would be 
counter-productive to stage 
hearings every time the ECB 
changes the interest rate. 

If the bank is to take par- 
liament seriously, then par- 
liament needs to ask sensi- 
ble questions. So it needs 
qualified staff and outside 
experts to evaluate mone- 
tary policy. For the same 
reason, it must take the 
price stability goal seriously 
and try not to burden mone- 
tary policy with tasks it can- 
not accomplish, such as rais- 
ing long-run growth or 
employment. But the parlla- 
ment could play a useful role 
by emphasising that It can 
be as bad to undershoot the 
i nfla ti o n target as to over- 
shoot it 

The main worry is that the 
European Par liamen t- hac a 
weak' standing : in the eyes of 
fee public. This could lead to 
serious deficiencies in 
accountability. with adverse 
consequences for the legiti- 
macy of economic and mone- 
tary union as a whole. It is 
hard to know how to cope 
with such a situation. One 
idea might be to require 
. members of fee ECB’s execu- 
tive board to appear in hear- 
ings before national parlia- 
ments as well as the 
European one. 

As the Maastricht treaty 
stands, it is mainly the ECB 
itself that will decide the 
extent of its accountability. 
So it is' important feat the 
management of the bank 
realises the importance of 
democratic control. There- 
the views on account- 
ability of those nominated to 
the executive board should 
be scrutinised carefully in 
fee nomination procedure. It 
a great step for- 
ward. if fee discussion of the 
candidates to head fee ECB 
could focus' on. this issue. 


Nominees for ECB presidency: Wlm Duis^ibeg (left), head 

of the European Monetary Institute, and JeM-Claade Ecbnomu /sLdZ^^"? 
Trichet, governor of fee Bank of France w-A •: hobn VhwersitJ ^ Slocfc ' 
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for Congress 


Members of the US Congress 
return to Washington this week 
armed with a better understand- 
ing of the extraordinary popular, 
currents now driving American 
politics. During their week-long 
break, many will have harf their 
ears bent ozi the. captivating, 
subjects of President Clinton’s 
private life and the impending- 
military strike against Iraq. 

Perhaps more important, they 
will also have begun to get. a 
feel for their constituents’ view 
of the big domestic legislative 
programmes they will now con- 
sider. These initiatives on pen- 
sions, healthcare, education, 
and taxation could well be ctf 
greater long-term significance 
for the US than the current 
noise of sex and war. 

The Republicans who control 
Congress were caught off guard 
by Mr Clinton's policy activism 
in the first few weeks of the 
year. In his budget earlier -this' 
month he produced a popular 
set of proposals which, in an 
election year, may -command 
surprisingly strong support, 
with even some Republicans 
refraining from, opposition- But 
while some of the reforms have 
merit. Congress should think 
hard about the detail and. more 
broadly, about the direction in 
which they appear to he taking 
US social and fiscal policy. 

On the face of it, Mr Clinton’s 
plans seem to accord with fiscal 
prudence. Their core aim - to 
“save** any budget surpluses 
over the next few years to help 
shore up social security, the 
state pension system - seems 
laudably free of the temptation, 
to squander the surplus on tax 
cuts or pork-barrel spending. 

The overall strategy, however, 
is cloudier, iu the not-so-distant 
future, the US will face the 


same Mmj of demographic crisis 
as most other industrial coun- 
tries - an ageing population 
increasingly unable to pay for 
its older, nan-working genera- 
tion. This will affect not just 
social security,' but also the bur- 
den of paying for health insur- 
ance for the elderly. In spite of 
some much-needed reform last 
year, Medicare, the insurance 
programme for retirees, is in a 
far worse finanriai state 
social security. 

Moreover, another element of 
Mr Clinton's budget could make 
the problem still worse. The 
president wants to expand Medi- 
care eligibility to include 
younger members. Although his 
plan would he self-funding, it is 
easy to see how quickly broader 
coverage wxfl come to be seen as 
an entitlement Instead of trying 
to limit Medicare's liabilities in 
the next 20 years, and so con- 
tain its financial problems, file 
president is proposing to expand 
them. 

Plans tp spend more money 
on childcare are in the same 
vein: apparently small incre- 
mental increases in the govern- 
ment’s responsibilities . that 
could ultimately be very costly. 
^They .suggest that what the 
president has in mind by “sav- 
ing social security” may be a 
further extension of fiscal 
obligations. 

Members of Congress should 
remind themselves and the 
White House that the US is in 
an unusual - probably unre- 
peatable - position of fiscal bal- 
ance as a result of the rapid 
growth of the past few years. 
From this position they should 
already be thrpking about the 
difficult choices that will have 
to be made if today’s healthy 
budget is to bie made to -last. 


Push for peace 


Tony Blair is said to be pressing 
for agreement in the Northern 
Ireland peace talks by early 
April. That sounds wildly unre- 
alistic, at a moment when Sinn 
F6in has just been suspended 
from the talks because of 
breaches of the IRA ceasefire, 
and is threatening not to return. 
The huge bomb that destroyed 
tbe police station at Moira, 
County Down, on Friday night 
may not have been tbe IRA’s 
work, but can hardly be expec- 
ted to improve the atmosphere. 

Yet Mr Blair is right to pfie on 
the pressure. None of the latest 
events gives any ground -for 
thinking that prolonging tbe 
talks would improve the. 
chances of agreement On the 
contrary, these events show 
how fragile the talks process is,, 
and how vital that leaders who 
genuinely want peace stop put- 
ting off the moment when they 
spell out to their supporters the 


painful compromises that that 
entails.. . 

- Unionists are riled by the gov- 
ernments in London and Dublin 
l eaning over backwards to keep 
Shut Ffein in file talks. If this 
meant the governments were 
willing to give Sinn F&n a veto 
on any . settlement it would 
indeed be a grievous mistake. 
But the true objective, which 
unionists should share, is to 
maximise support among 
nationalists for a settlement 
that keeps Northern Ireland 
within the UK 

That can only be achieved if 
the SDLP, tbe main non-violent 
nationalist party, is kept on 
board and is able to convince its 
supporters that the settlement 
is worth having, whether Sinn 
J?fein accepts it oar not If the 
ceasefire does break down and 
Sinn F&in does, abandon the 
talks, it must be clearly its 
choice, not Mr Blair’s. 


Polish troika 


in the leaders of France, 
nany and Poland met. in 
tan on Saturday, they were 
:ly all acutely conscious of 
listoric implications of their 
mit_ Helmut Kohl, the.Ger- 
i chancellor, was even 
ed to declare it was ^e 
i for great visionaries’ 4 . He 
this first three-way meeting, 
ey European leaders from 
west, tbe centre and the 
as laying tbe foundation for 
next century to be “a Euro- 
1, century". Both he and Jac- 
i Chirac, the French presi- 
, promised to urge the pace 
egotiations for Poland to 
me a full member of both 
p and the European Union 
xm as possible, 
us summit was obviously 
leavier on symbolism than 
is on substance. That is not 
ssarlly a bad thing. The 
n welcome given to Mr 
I on the streets of Poznan 
erlines the dramatic 
■ovement in German-Polish 
ions since the fall of. the 
In Wall. And the meeting 
provide practical confirma- 
of the end of Europe's cold 
divide. The fact that Britain 
not part of the occasion is a 
ter for regret, not least 
use it is the president of the 
The UK government will 
be absent next month when 
ts Kohl and Chirac meet 
s Yeltsin, Russian presi- 
. in Yekaterinburg, reveal- 
once again that London is 
something of a European 

ider. . 

Britain were w share in the 
n, it would be able to bring 
Meshing element of realism 
icb occasions, too. For there 
disturbing element of aou- 
peak to the ringing words 
the French and German 


leaders endorsing swift enlarge- 
ment of the EU. For a start, 
both Mr Kohl and Mr Chirac 
have been guilty, on previous 
visits to Warsaw, of suggesting 
that Poland .might hope to be a 
member of the club by- 2000. 
This time they wot not so spe- 
cific, but still bullish, which is 
in danger of arousing quite 
unrealistic expectations. Yet 
they have to face up to a diffi- 
cult period of economic restruct- 
uring in state-owned industries 
and agriculture before they can 
qualify. A target of membership 
by 2005 would be much more 
achievable. 

It is not just the timetable 
that is misleading: In promising 
their political support for the 
process, both Mr Chirac and Mr 
Kohl are glossing over the real 
problems their own govern- 
ments have with rapid enlarge- 
ment. Mr Kohl wants it very 
much in principle, but in prac- 
tice, his own government is ada- 
mant that it will not pay any 
more money, to ensure it hap- 
pens. More than that, Bonn is 
the most hesitant government 
in the EU on reform of tbe Com- 
mon Agricultural Policy. -with- 
out which enlargement will be 
impossible to afford.. . 

AS for Mr Chirac, he knows 
that France is thoroughly half- 
hearted about bringing Poland 
and other central and.east Euro- 
peans into the EU, precisely, 
because it makes reform. of cur- 
rent policies, and institutions, 
essential. Perhaps. he and Mr 
Kohl were more honest when 
they talked to Aleksander 
Kwasniewski, the Polish presi- 
dent. behind closed doors. 
Poland will be a full member of 
the EU, but both sides have to 
make difficult adjustments 
before it gets there. . 


The state we’d like to be in 


Change is needed in pensions, work, housing and benefits to get 
the UK’s public sector working properly, says Nicholas Timmins 



T he welfare state is in 
crisis. Expenditure is 
out of control. Social 
security spending has 
been growing faster 
than the economy as a whole, 
squeezing out much more desired 
spending on health and educa- 
tion. In addition, welfare itself is 
failing: more children are in pov- 
erty. more people are on means- 
tested benefits, while one in five 
households - double the number 
in 1979 - has no one in work in a 
society which has seen rapidly 
widening inequalities. 

These are charges that almost 
any industrialised country could 
make against its welfare state. 
They are particularly strong at 
the moment now in the UK, 
where the Labour government is 
preparing. for a Budget that will 
take a big step toward reform of 
the welfare state Labour itself 
founded in 1945. After all, the 
need for radical reform, for 
sharply reining welfare back, is 
plain, is it not? Well, yes and no. 

The idea that the welfare state 
in its present form is unafforda- 
ble is, in fact, a myth. Among 
western industrialised nations, 
tbe UK is almost uniquely placed 
in that it is enjoying a falling 
social security bill in the mea- 
sure that matters most: the share 
of the nation's income that it is 
taking. Since 1993, when it 
peaked at 13.6 per cent, social 
security has dropped back to 12.4 
per cent of gross domestic prod- 
uct It is projected to decline fur- 
ther to 12.1 per cent by 2000. 

About half of this reduction is 
cyclical - the effect of falling 
unemployment. Tbe remainder, 
however, is not 
“You simply cannot make the 
argument that in some way we 
cannot afford the social security 
system we have got," says Chris 
Giles, research economist at the 
Institute for Fiscal Studies. “The 
reason is the reforms that Mar- 
garet Thatcher and Peter Lllley 
made, chiefly to tbe present and 
future cost of pensions. The issue 
there now is not one of afforda- 
bility, but of adequacy - that 
large numbers are now set to 
re tire on pensions that will be 
too low to provide a decent stan- 
dard of living. 

“Social security may not be 
doing the job we would like, both 
in terms of adequate pensions, or 
in the structure of income-related 
benefits. But we can easily afford 
the cost of the present system.” 
The crisis, therefore, is less one 
of cost, but of how well the wel- 
fare state is working. Change is 
most needed in four areas: pen- 
sions. welfare and work, housing, 
and benefits for the disabled. 

Pensions, is tbe area where the 
government has put in some of 
its hardest thought. Cuts already 
made to state pensions mean that 
the issue now, according to Mr 
Giles, "is that large numbers are 
now set to retire on pensions that 
will provide too low a standard of 
living". 

The result will be a rising bill 
for means-tested pensions. Hence 
the government's interest In 
creating "stakeholder” pensions 
to help the less well-off, and 
encourage. those with inadequate 
private pensions to build up their 
pot Tbe big issue is compulsion: 
how much further should the 
government go in forcing people 
to save, and in requiring employ- 
ers to contribute to individuals' 
private pensions? The govern- 
ment shows every sign of wish- 
ing to be forced down that road 


by public and professional opin- 
ion. while being wary of propos- 
ing the idea itself for fear that 
higher compulsory contributions 
will be seen as a tax. 

The area where the govern- 
ment has moved fastest is 
welfare-to-work. From April, its 
£3.5bn programme will compel 
young people and the long-term 
unemployed into work or train- 
ing. The next stage - the carrot 
to go with the stick - will come 
in the Budget, the first tranche of 
a package aimed at progressively 
making the low-paid better off. 
Its elements include a starting 
rate of tax of lOp, reduced 
National Insurance contributions 
for the low-paid, and an easing of 
the tapers - the rate at which 
benefits are withdrawn as earn- 
ings rise - extra help with child- 
care, introduction of a controver- 
sial working families tax credit to 
replace family credit, and in 
time, a minimum Wage. 

None of these changes on their 
own would make much difference 
to the working poor, or markedly 
increase work incentives. 
Together, they might do so. Gor- 
don Brown's claim to be a radical 
chancellor in this area will rest 
on his ability, over time, to tackle 
all six elements of this tax and 
benefits equation at once: some- 


thing no one has attempted since 
the much more radical, but 
failed, efforts to fully integrate 
tax and benefits in the 1960s and 
early 1970s. 

The problem is that these mea- 
sures will be expensive - 
whether in tax income forgone, 
or higher government expendi- 
ture. The argument for them is 
chiefly moral and political: that it 
is wrong to leave people perma- 
nently detached from the labour 
force, both for their own sake 
and for society’s. A more inclu- 
sive society, the argument goes, 
is likely to be a better one. even 
if it is bought at the price of 
some compulsion to take jobs or 
undergo training; tbe now 
famous rhetoric of rights being 
matched by responsibilities. 

It is much less clear that the 
argument is economic. Altering 
benefit tapers and making in- 
work benefits more generous is 
expensive. At least some of those 
helped into work would have got 
there anyway, so there is a dead- 
weight cost. And, as the US is 
discovering, welfare-to-work pro- 
grammes tend to cost more per 
case, certainly for lone parents. 
Over time, there may be a pay- 
back as some of the low-paid 
climb the job ladder and if the 
economy operates more effi- 


ciently as a result But these pro- 
grammes are needed precisely 
because many of the jobs avail- 
able are low-paid and low-skill ed. 
They will not contribute a lot to 
GDP. 

In addition, to make this work 
properly, it is not clear that 
Britain has yet learnt one of the 
key lessons from tbe American 
experience: that once people are 
put in to the US programmes, 
they stay there, facing a perma- 
nent requirement to take job 
placements, undergo training or 
undertake a job search. Even 
under the UK’s “new deal”, 
claimants face only a six-month 
spell of work or training. After 
that, however, it is back to the 
dole, an approach that has dis- 
credited welfare-to-work pro- 
grammes in the past. 

Housing benefit is the big 
unsung problem of welfare 
reform. Its cost - £12bn and ris- 
ing - has doubled in real terms 
in a decade. And the system, 
according to Peter Kemp, profes- 
sor of bousing at Glasgow Uni- 
versity, has become increasingly 
"sclerotic". It can lock people out 
of work. Greater use of private 
finance for bousing association 
homes, for example, often means 
that only tbe unemployed on full 
housing benefit can afford the 


rent in new developments. There 
is almost no incentive or ability 
for tenants to shop around for 
cheaper rents or match the size 
of their accommodation to their 
needs. In addition, transfers 
within social rented housing in 
one part of the country and 
another are not easy: a critical 
issue for welfare-to-work when 
too often the unemployed are in 
one place but the jobs are else- 
where. 

The golden goal has to be pay- 
ing people a fixed sum for their 
housing, creating much more of a 
market that allows people to 
shop around, move more easily, 
and make trade-offs between 
housing and other expenditure. 
That involves, however, big 
reforms to housing policy as well 
as to housing benefit - tackling 
the way rents are set, tenancies 
are allocated and housing sup- 
plied. It is a goal that has eluded 
everyone since Beveridge who 
spent nine pages of his famous 
report musing on the problem 
before giving up. The huge dis- 
parity in rents around the coun- 
try defeated him then and makes 
an overnight change to such a 
system equally impossible now. 
Any sensible reform, however, 
has to head in that direction. As 
the Institute for Fiscal Studies 
puts it: “Until the issue of hous- 
ing support is addressed, no 
reform of the benefit system will 
be complete." 

E qually difficult are 
disability benefits, the 
one area where spend- 
ing might reasonably 
be described as out of 
control. The most rapid growth 
has been in benefits for people of 
working age, a rise "far greater 
than an y reasonable estimate of 
an increase in the number of 
people with impairments", 
according to Richard Berthoud, 
professor of social policy at Essex 
University. 

Some of this must reflect the 
c hang ed labour market: that as 
jobs became tighter in the 1980s, 
employers’ expectations of what 
the people they hired could do 
rose, while the expectation of 
finding a job among those with 
limiting, but not crippling, disa- 
bilities felL Altering both sides of 
that equation will require a cul- 
tural change far more profound 
than requiring the able-bodied 
unemployed - or even lone moth- 
ers once their children have 
reached school age - to join work 
programmes. Dividing the 
’’deserving" disabled from the 
“undeserving", particularly in 
areas of high unemployment, will 
not be for the faint-hearted. 

As Labour has grappled with 
these issues since last May. it has 
become clear that not much of 
this is simple and real change is 
a long-term programme. 

Expect, therefore, a Budget 
next month that will chart a 
fairly clear path on tax and bene- 
fits. but a green paper shortly 
thereafter on broader welfare 
reform that will be very green 
indeed. As Frank Field, the min- 
ister charged with the task, has 
been saying ever more loudly, it 
will contain no “big bang”. The 
first likelihood of that will come 
in the summer when ministers 
face decisions on the comprehen- 
sive spending review: deciding 
whether they genuinely can 
reduce social security spending 
in the short term, or whether, as 
with welfare-to-work, they will 
have to spend to save. 
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Cherchez 
la femme 

■ Is Japan having a boot of 
political correctness? The 
government's new panel of ' - 
seven advisers on which banks . 
should receive public funds 
includes a woman. 

Yoko Sazanami, a professor of 
economics -at Read University, 
wfD be in herplace when: the 
group meets today, which will at 
, least stop people ref er ring to the 
panel as “the seven wise men". 
Even more startling for \ 
Japanere traditionalists, there . 
are suggestions that she could 

be m asked to chair the group. 

: .Her very presence is radical 
stuff for the Japanese financial 
world, where women have •. 
traditionally been almost 
completely excluded from . 
positions - of power. It is only a - 
decade smcebanks and brokers 
started to’ offer them the chance 
of proper “career" track : 
employment atalL 

If promo ti ng woipen really is 
down to political correctness, ft 
seems to be infectious. Some- 
insiders at the Bank of Japan are 
muttering that it should include 
- .a woman on Its -new independent 
policy board. 

The problem is that there are 
very few candidates around. The 
bank is looking hard, though it 
. appears it hasn't coma, up with 
any real options yet. Professor 


Sazan aid could yet end up with 
two newjobs.’ • 


Swiss role 

■ After the Nazi gold affair. 
Switzerland needs all the friends 
it can get But relations with one 
country it used to be able to 
count on - Liechtenstein, with 
which it shares its currency and 
has no border controls - are not 
what they were. 

The coolness began after 
Liechtenstein, unlike 
Switzerland, Joined the 
European Economic Area. Now 
Switzerland is starting to use 
Liechtenstein as the dumping 

ground for its unwanted 

problems. 

First it was Bishop Haas of 
Chur - the right-wing Catholic 
cleric. The Swiss tried for years 
to get rid of him. and eventually 
persuaded the Vatican to 
Upgrade him to archbishop and 
send him up the road to 
Liechtenstein, which did not 
even, have its own bishop, let 
alone a Catholic cathedral. 

Now another unwanted Swiss 
Icon has been dumped in 
Liechtenstein - The Fixer, a 
two-tonne, 2V* metre marble 
statue of a drug addict "shooting 
up”. 

It was commissioned for 
Zurich’s Infamous “needle park", 
which in its heyday was 
Europe's best-known drug 
dealing centre. Like the drug 


addicts, it was quickly removed 
from public sight. After two 
years gathering dust, the statue 
was shipped to Vaduz, 
Liechtenstein's financial capital, 
but the bankers rebelled and 
ordered Mario Frick, the prime 
minister of Liechtenstein, to find 
a home for ft. 

The Fixer has been placed in 
tbe garden of a former 
policeman - and faces Austria, 
rather than Switzerland. 


Tender Trapps 

■ The children of the Von Trapp 
family, elevated to folk hero 
status by the film The Sound of 
Music, are hardly singing in 
harmony these days. 

The family escaped from 
Nazi-occupied Austria half a 
century ago and later became a 
professional touring vocal group, 
but now a bitter dispute has 
split the dan in two. The 
Vermont Supreme Court is 
considering a lawsuit claiming 
that one branch of the family 
shortchanged the other - to the 
tune of $3m_ 

At the centre of tbe fight is the 
inn built and managed by Maria 
Von Trapp and her brood in 
Stowe, Vermont, where the 
family settled after fleeing 
Europe. After Maria, played by 
Julie Andrews in the movie, died 
in 1987, discord crept into the 
dynasty. Johannes von Trapp, 
the youngest child, ran the inn 


until 2993. when he was ousted 
by rival family members. 

He won back control the 
following year and paid minority 
shareholders - his sister and the 
children of two brothers - $2.5m 
for their share in tbe business. 
They now claim Johannes and 
his allies should have paid $3m 
more. 

Johannes is threatening to sell 
the inn to an international hotel 
chain to meet their demands. 
Somehow Marriott’s Trapp 
Family Lodge doesn’t have the 
same ring. 


Winter discontent 

■ As Nagano said sayooara to 
the Winter Olympics yesterday, 
it wasn’t just tee fallers in the 
ski slalom who were feeling a bit 
sore. The fallout from the shock 
early exit of favourites Team 
USA and Canada from the ice 
hockey tournament spread wider 
than US broadcaster CBS. which 
had spent $3 75m on exclusive 
television rights. 

The laws of tee market also 
hit the ticket touts - mainly 
British - who paid handsomely 
for tickets for the later rounds" of 
the tournament and found they 
could hardly give them away. 

The stars of Team USA look 
set to be fined heavily for 
trashing their rooms in a 
post-match temper tantrum - 
though as millionaires they can 
presumably afford it 



100 years ago 

Yukon Railway Schemes 
Ottawa, 21st Feb. The London 
Syndicate has made an 
amended offer to the 
Government for the 
construction of the Yukon 
Railway. It proposes to build 
from Pyramid Harbour to 
Rook Rapids, a distance of 288 
miles, for a land grant in 
alternate sections of one mile 
square for a distance of ten 
miles on each side of the 
railway from the Boundary to 
the rapids, or it will build 
from tee Stickeen to Teslin 
Lake for a million acres. 

50 years ago 

U.S. Steel Prices 
Representative U.S. steel men 
are being called to 
Washington next Thursday to 
explain why they have added 
$5 per ton to the price of 
semi-finished steel. A 
suggestion has been made, 
says our Washington 
Correspondent, that the U.S. 
Administration should 
consider whether the steel 
companies' action violates the 
Anti-Trust Act. Senator Taft, 
chairman of the joint 
Senate-House Committee on 
the Economic Report, said 
that the committee is 
unanimous in wanting an 
explanation from tee steel 
men. 
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Watchdog on independence and objectivity endorsed S&16S fever 

SEC warns US auditors 

of self-regulation review llimo lovers 


By Jim Kelly, 

Accountancy Correspondent 

The Securities and Exchange 
Commission has warned it 
might have to reconsider the 
system of self-regulation by US 
auditors in the light of 
mergers planned by several of 
the Big Six global accounting 
firms. 

A statement endorsing a 
new body to monitor auditors' 
independence and objectivity 
says the accelerating trend 
toward consolidation of audit- 
ing firms requires the SECs 
continuing vigilance. 

"These events will be moni- 
tored closely and may prompt 
the Commission to reconsider 
certain of the accounting pro- 
fession's self-regulatory pro- 
grams," the senior US regula- 
tory body said. 

Similar concerns were felt 
by other countries and interna- 
tional stockmarket regulators. 

First euro 
convertible 
bond issued 

Continued from Page 1 

certainty that monetary union 
will go ahead as scheduled. 

Most of the 11 countries 
expected to qualify for the 
first wave of Emu have said 
they will quote domestic share 
prices in euros from January 
4, 1999. 

Wholesale re-denomlnation 
of share prices into euros is 
expected to occur early in the 
interim period between 1999 
and 2002, after which all 
domestic notes and coins will 
be replaced by euros. 

Officials at Paribas, which 
underwrote the issue, said 
Parmalat captured a wider 
investor base than it would 
have if it had priced the bond 
In the lira. 

“Pricing the convertible 
bond in euros opens up a 
much broader geographic 
investor base than in a legacy 
[outgoing] cnrrency,*' said a 
banker. 

About 40 per cent of the 
deal - which was six times 
subscribed - went to investors 
in the UK and Switzerland, 
neither of which will join Emu 
in 1999. 

Tony Bourne, head of equi- 
ties at Paribas, said: “It shows 
there is enormous appetite 
from investors for euro- 
denominated equity-linked 
securities in advance of 
Emu." 

Parmalat’s eight-year bond 
can be converted into its 
equity at a premium of 34 per 
cent to Friday’s reference 
price of L2.900 a share. The 
bond cannot be converted dur- 
ing the first two years of its 
maturity, and will pay a cou- 
pon in euros. 


the SEC added. The formation 
of the new body, the indepen- 
dence Standards Board <ISB), 
was announced last May by 
the SEC, in a joint initiative 
with the profession. It will 
address concerns over the 
growth in provision of man- 
agement consultancy and 
other advisory services by the 
big firms since the early 1980s. 

The publication of the SECs 
official endorsement is 
believed to have been delayed 
partly because of debate over 
the inclusion of a rider over 
the self-regulatory system. 

The SEC said It expected the 
board to take the lead in estab- 
lishing and improving regula- 
tions governing auditor inde- 
pendence. 

In the long term, the SEC 
hoped It would take on a simi- 
lar role and authority as the 
Financial Accounting Stan- 
dards Board - the private sec- 
tor accounting standards 


organisation which has a 
worldwide reputation. Like the 
FASB, the new board will meet 
in public. 

The SEC indicated it would 
review the board's role in five 
years “in view of the signifi- 
cance of auditor independence 
to investor confidence in the 
securities markets". 

Observers in the US believe 
the SECs warning over merg- 
ers signals its belief that the 
Department of Justice's anti- 
trust division would allow two 
mergers among the Big Six. 
Concerns In the department 
over consolidation in the 
industry appeared to have 
ebbed after the recent collapse 
of the global merger planned 
by KPMG and Ernst & Young. 

But the SEC statement 
makes clear It wants accoun- 
tants to know it is monitoring 
the trend for consolidation. 

Andersen's strife, Page 21 


Blair considers 
further talks with 
Sinn Fein leaders 


By George Parker, 
in London 

Tony Blair, the UK prime 
minister, was last night con- 
templating a new meeting with 
Sinn Fein leaders In an 
attempt to keep the republican 
party involved in the Northern 
Ireland peace talks. 

Martin McGuirmess, Sinn 
F6in’s chief negotiator, said he 
wanted to meet Mr Blair 
wi thin the next 10 days to dis- 
cuss the party's suspension 
from the talks until March 9. 
after two murders in the prov- 
ince were blamed by the police 
on the IRA. 

Mr McGuinness warned yes- 
terday that Sinn Fein’s suspen- 
sion from the talks had dam- 
aged the credibility of the 
peace process. He would be 
seeking an assurance from Mr 
Blair and Bertie Ahern, the 
Irish prime minister, that it 
was worth the party's while to 
return to the table. 

Downing Street said last 
night Mr Blair was “consider- 
ing" the request for a fourth 
meeting with the party's lead- 
ers, but he seems likely to 
agree if it would help to main- 
tain momentum In the talks. 

British ministers were 
relieved to be told by security 
forces that a bomb explosion 
on Friday night outside a 
Royal Ulster Constabulary sta- 
tion in Moira, Co Down, was 
not the work of the IRA. Secu- 
rity sources believe the attack 
could be the work of the Conti- 
nuity Army Council, a republi- 
can splinter group. 

Any farther IRA attack 


would require Sinn F§in’s 
expulsion from the talks. 
Gerry Adams, Sinn F6in presi- 
dent. said he regretted the 
bombing, which injured 11 
people, and said: “The IRA ces- 
sation remains intact" 

Mr Blair is determined to 
quicken the pace of the talks 
and has told participants they 
should conclude negotiations 
by May. 

But it is understood the 
prime minister hopes the pro- 
cess could be completed by 
early April, in time for referen- 
dtuns to be held on the politi- 
cal proposals in both Northern 
Ireland and tbe Republic in 
May. 

“He has told all the parties 
involved that they must get 
moving on this." Downing 
Street said. “We said the talks 
must be finished by May, and 
we are determined that target 
will be hit." 

Mr McGuinness said the 
talks were in crisis, but said he 
would welcome any moves by 
London or Dublin to bring 
them to an early conclusion. 

“Most people within the 
talks have come to the conclu- 
sion that if the present talks’ 
participants were to talk for 
the next 50 years, they 
wouldn't agree a deal.” he 
said. 

“So I would welcome any 
attempt by the two govern- 
ments to move forward deri- 
sively to encourage all of the 
parties to engage in intensive 
negotiations over a very short 
period.” 

Editorial Comment, Page 15 
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Europe today 

Central and northern Scandinavia 
and north-east Europe, will be 
colder and more wintry than recently 
with snow flurries. Denmark and 
southern regions of Norway and 
Sweden wHI be mild again, with rain 
spreading from the north-west The 
Low Countries and northern 
Germany will start bright but drizzle 
is likely this afternoon. Northern and 
western France should have a 
mostly flne day, but northern Spain, 
south-east France. Switzerland, 
southern Germany and Austria wiH 
have rain showers and mountain 
snow at first. Italy will become 
increasingly wet, but Portugal, 
southern Spain and south-east 
Europe will be dry and fairly sunny. 

Five-day forecast 

Showers over Italy will move east to 
Greece. The western Mediterranean 
and north-west Europe will be dry 
and settled as high pressure moves 
in. Southern and western 
Scandinavia will be mild with coastal 
rain, but Finland and north-east 
Europe will be cold with snow 
showers. 

TODAY'S TEMPERATURES 


— -1030 — - ‘-Hr-.oX. 


7 ITT 



^ --'4 

: m. 






. -V ■" 


—i3 


17 V. 17 


■ V;* 1 ... .. 

Warm tront_. GoW ftwrt ...A A _ Wind wpwmdjln KPff j* -J. ’ * : ' 7-V, ’'-'Vi • V W 


Situation at rradOay. Temperatures maxL-num tor Cay. Forecasts by PA WaathwCentra 


Abu Dhobi 

Accra 

Algiers 

Amsterdam 

Adwns 

Atlanta 

B. Aires 

B.ham 

Bangkok 

Barcelona 


Maxim unV 
Celcius/ 

Sun 22 

Fair 33 
Shower 17 
Shower 9 
Sun 18 

Cloudy 11 
Fair 27 
Fair 12 
Fair 36 
Sun 17 


Bermuda 

Bogota 

Bombay 

Brussels 

Budapest 

C.bagen 

Cairo 

Caracas 


Fair 6 
Cloudy 12 
Fair IS 
Cloudy 9 
Fair 22 
Fair 20 
Sun 29 
Shower 9 
Cloudy 10 
Shower 7 
Shower 19 
Fair 30 


Cartfiff 

Casablanca 

Chicago 

Cologne 

Dakar 

□alias 

Dew 

Dubai 

Dublin 

Dubrovnik 

Edinburgh 

Fare 


VV^ wish you n plcns.int fliqht. 


Cloudy it Frankfurt Fair 8 

Fair 19 Geneva Shower 7 

Cloudy 7 Gibraltar Fair 18 

Fair 10 Glasgow Rain 12 

Sun 33 Hamburg Fair 9 

Sun 22 Helsinki Rain 5 

Fair 24 Hong Kong Cloudy 19 

Sun 28 Honolulu Fair 27 

Fair 13 Istanbul Sun 74 

Cloudy 17 Jakarta Thunder 31 

Rain 14 Jersey DrzzJ 12 

Sun 18 JbhannesburgShowflr24 
Karachi Cloudy 2S 

Kuwait Sun 23 

L Angeles Shower 17 

Las Palmas Sim 24 


(V Lufthansa 


Lima 

Lisbon 

London 

LuxAourg 

Lyon 

Madeira 


Cloudy 31 
Sun 16 
drcczte 12 
Fa* 7 
Rain 7 
Cloudy 18 


Madrid 

Majorca 

Mata 

Manchester 

Manila 

Melbourne 

MaxJco Gty 

Miami 

Milan 

Montreal 

Moscow 

Munich 

Nairobi 

Naples 

Nassau 

New York 

Nice 

Nicosia 

Oslo 

Peris 

Perth 


Fair 14 
Fair 13 
Fair IB 
Cloudy 12 
Fair 32 
Fair 25 
Fak-26 
Cloudy 24 

Rain 11 
Fair 2 
Cloudy 6 
Rafci 6 
Few 26 
Rain 16 
Fair 28 
Ram 7 
Thunder 18 
Sun 20 
Cloudy 7 
Far 10 
Sun 30 
Cloudy 8 


Rangoon 
Reykjavik 
Rio 
Rome 
S. Fraco 

Seoul 

Singapore 

Stockholm 

Strasbourg 

Sydney 

Tangier 

TetAvhr 

Tokyo 

Toronto 

Vancouver 

Venice 

Vienna 

Warsaw 

Washington 

Weffington 

Winnipeg 

Zurich 


Fair 34 
Snow 3 
Fair 31 
Cloudy 15 
Rain 14 
Fair 11 
Cloudy 33 
Shower 6 
Ctoudjr 9 
Fair 26 
Fair 18 
Fair 21 
Far 10 
Fair 3 
Cloudy 9 
Rabi 12 
Cloudy 10 
Cloudy 8 
Rain 5 
Rain 22 
Cloudy 4 
Cloudy 8 



THE LEX COLUMN 


Hostile comeback 


By Ted Bardacfce in Bangkok 

The auctioneer, wearing the 
kind of cordless headset 
microphone much favoured by 
pop stars, thumped her gavel 
and opened Thailand’s fl9bn 
car sale with a jet-black 1997 
Mercedes-Benz E230. 

With potential buyers 
packed 20-deep In the midday 
heat, a bidding frenzy ensued. 

The starting price of Btl.7m 
(936,000) was quickly eclipsed 
and the Mercedes eventually 
went far Bt2.1m - reasonable 
by western standards bat IS 
par cent more than the anking 
price for a similar model at a 
nearby used car lot 

The scene was repeated 
throughout the weekend. On 
offer at auction bouses on the 
Bangkok's outskirts were 
more than 500 vehicles repos- 
sessed by several bankrupt 
finance companies that were 
themselves taken over by the 
government last December 
and slated for Uqnidation. 

Car-crazy and bargain-hunt- 
ing Thais flocked to inspect 
the Volvos and Land Rovers of 
the formerly rich, along with 
the Toyotafi and Isozns of the 
now straggling middle classes. 

The result was one of the 
worst traffic jams in the city's 
history as people competed for 
the right to bring more cars 
back on the road. 

Thousands more remain to 
be sold - as do billions of dol- 
lars* worth of other finance 
company assets, including bad 
loans, unfinished and ill- 
conceived office blocks and 
even art collections. 

The proceeds will go to the 
finance companies’ creditors - 
including the Thai govern- 
ment - and the asset disposal 
process Is crucial for bringing 
Thailand's still-inflated asset 
prices down to earth. 

Yet the weekend's auction 
had little deflationary effect 
The Financial Sector Restruct- 
uring Authority (FRA), In 
charge of the Uqnidation pro- 
cess, believes it will recover 
less than half of the book 
valne of the companies' assets. 

But in Thailand the car 
makes the man and though 
starting prices were fair they 
consistently shot to strato- 
spheric levels as people 
ignored warnings in the state- 
run media to be calm and cal- 
culating. 

“Sure, the prices aren't 
cheap, but a lot of ego is at 
work here," said Morrtri Ctaen- 
vidyakam. assistant secretary 
general of the FRA, surveying 
a scene which had many bid- 
ders consulting on mobile 
phones with the unseen cash- 
rich In this collapsing econ- 
omy. “Once the bidding starts 
people can't lose face." 

Tbe multinational financial 
institutions expected to domi- 
nate later rounds of bidding 
are unlikely to he as emo- 
tional. But the weekend's 
events suggest there may still 
be strong demand at Thai- 
land's sale of the ce ntur y. 


Here is a straw in the wind: hostile 
bids are bade in favour. Computer 
Associates has launched a $9.8bn 
unfriendly bid for Computer Sci- 
ences; Cendant is trying to bust up 
a marriage between AIG and Ameri- 
can Bankers; and, in the UK, Great 
Universal Stores is gunning for 
Argos. After two years of decline, 
hostile bids have jumped from 9 per 
cent to 14 per cent of all US deals 
announced so far In 1998, according 
to Securities Data. 

Traditionally, unsolicited bids 
occur at the bottom of the market, 
when corporate buyers think they 
see value investors have missed and 
use their cash to get it This Is 
hardly the case at present, at least 
in western markets. In fact, the 
opposite is probably true: the long 
bull market has so inflated percep- 
tions of value that target manage- 
ments are no longer willing to sell 
On Its own, however, this would 
merely lead to fewer deals. The 
increase in hostile bids, therefore, 
also suggests changing attitudes 
flmnngr buyers. 

One positive change is that the 
stigma of launching an unfriendly 
bid 1 b declining. Where deal* are 
based on industrial logic rather 
than financial gn gingering , compa- 
nies are increasingly confident of 
receiving investor support even if 
they go hostile. That has started to 
make such takeovers acceptable in 
countries like France and Germany. 
Even Korea has introduced them as 
part of its reform package. 

But manage ments can be moti- 
vated by desperation as weD as con- 
fidence. Where companies are bid- 
ding to share up their own slowing 
growth or simply out of fear that 
they will be left behind by rival 
mergers, they will be tempted to 
overpay. A hostile bid can make 
sense, but investors should be clear 
about the motivation for it 

Indonesia 

If, as reports suggest. President 
Suharto is retreating from tbe idea 
of a currency board, it would not be 
a moment too soon. Whatever tech- 
nical merits the scheme may offer, 
to have introduced it in the current 
climate would have Invited failure. 
Indonesia’s perilous financial situa- 
tion would have been left looking 
even more insecure. 

Still, for all the invective thrown 
at Mr Suharto, he may be cannier 
than he has been given credit for. 
Merely talking about a currency 
board has boosted the rupiah. This 
is despite developments otherwise 


Indonesian rupiah 


Against the dollar (Rp per.S) 
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guaranteed to send it into a tail- 
spin; the dismissal of his central 
bank governor and' the nomination 
of the controversial minister. 
BJ. Habibie, to serve as his deputy. 
This, of coarse. Is a dangerous 
game. If Mr Suharto’s retreat is not 
orderly, a root could ensue, erasing 
any gains seen so Earl For Indonesia 
to restore its standing in the mar- 
kets, there is no alternative to 
implementing the root and branch 
reform required by the IMF rescue 
programme. . 

Right now,, though, Mr Suharto 
wifi need a fig leaf to cover any 
retreat. This could take the form of 
saying he remains committed in 
principle to a currency board, with- 
out specifying an. implementation 
date. Conceivably this could allow 
Indonesia the best of all worlds: 
keeping the idea alive would lend 
support to the currency, but tbe 
central h ank would continue func- 
tioning. providing policy flexibility. 

Generate des Eaux 

Does a name change signal the 
end of a transformation, or herald a 
second phase? Jean-Marie Messier, 
chairman of G6n£rale des Eaux 
since 1996, can claim that the 
French conglomerate has been 
transformed. Problems, such as 
deep losses in property, have been 
tackled, if not completely solved 
Several peripheral businesses have 
been sold, catting debt, and the 
group should easily make its 1997 
pr ofi t forecast of FFrSbn ($830m). 
But ft remains spread across water, 
power, transport, construction, tele- 
coms and media. So, will its plans 
for a new name be tied to a fresh 
push to define priorities? It would 
be nice to think so. 

The danger Is that the exercise 
will be cosmetic. The twin umbrel- 
las of environmental services and 


communications, under which the 
group's activities' are supposed to 
huddle, are rather broad and HI -de- 
fined. If the former means “utili- 
ties”, transport could be bundled in 
with water, waste management and 
energy. But what of construction? It 
has with utilities, but would 
leave this side of the group alone 
looking like a conglomerate. 

What will emerge? Tbe model for 
any holding company must be Gen- 
eral Electric of the US, which has 
stuck with its original, albeit mis- 
leading, title. If that is what Gener- 
ate des Eaux wants to emulate, its 
new name will need to mark a big 
change in management culture to 
deliver decent returns on roughly 
FFrl60bn of sales. Surely further ; 
focusing would make both this task 
and the renaming easier. 

Barclays 

Does Barclays need a deal? Or is 
it just that n ew sp a pers need stories: 
the latest being that Barclays is 
poised to bid £10bn ($l6.7bn) for 
Standard Chartered. On the fiace of 
it, Barclays does not need to make 
an acquisition. Leaving aside tbe 
kisses on quitting investment bank- 
ing, its annual results were respect- 
able and showed, its strength as a 
UK bank, particularly in business 
lending. It could obviously cut more 
costs through a domestic merger - 
hence the persistence of rumours 
about a deal with National West- 
minster. But the political environ- 
ment lodfcs hostile to a reduction of 
competition and, more generally, 
UK banks look expensive. 

Will Barclays sit on its hands? 
Probably not. and neither will 
many of its peers. Martin Taylor, 
chief executive, this week referred 
to one of the forces for change: 
International banking consolida- 
tion. This can be more cruelly inter- 
preted as saying that banks must 
either eat or be eaten. Mr Taylor 
spoke of the next decade. But in the 
UK, competition is gathering pace 
thanks to new retail entrants. In 
Europe the single currency is 
around the corner, hence consider- 
able merger activity on the Conti- 
nent And in Asia -the time for bar- 
gain hunting looks limited; and 
Standard Chartered -is less expen- 
sive than It was, because of its 
exposure to the region. 

. Meanwhile. Barclays has reorgan- 
ised its activities into four tantalis- 
lngly cross-border streams. How far 
and how fast they flow will show if 
Mr Taylor can expand a group as 
well as take a knife to it. 


Buy a ThinkPad before March 31st 
and get a free pair of hands. 
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New figures may 

push yen lower 


Discover card to go global 


■Yen pw'dqflw'/: 

-Jr.: 




The yen could be in for ‘ 
a hard week after the 
unmthusiastic reaction 
to Jean’s financial 
package. The currency 
has been helped hi 
recent weeks by market 
hopes for tba-package, - 
whiclnwas Tevealed oh 
Friday .with promises 
of further measures. . 
But the yen felT after 
the 'a m / m ruttmaffc / ■ 


But the yen fell after 

Rnmwr ~ r —, tpj* the anno vhcemen t .'■■■■ 

This week, It could suffer further if the latest - 
industrial prod action figures continue to show 
an economy in thedoldrums. Page 28 

GLOBAL INVESTOR 

Bond yields the key for equities bull ran 

Is the world on the verge of a shift to a new era 
of lower real bond yields? It might be one of the 
best hopes for those who believe the equity bull 
market has farther to run. Nominal bond yields 
have fallen abbot as far as they canto reflect - 
the new low-inflation era. With earnings growth 
set to fall in the face of the Asian crisis, stocks . 
may need a valuation lift from bonds to make 
farther progress. Page 22 ... 

INTERNATIONAL EQUITIES / 

A outturn ready to multiply 

With economic and monetary urriinm will come 
pan-European investment, driven by three key 
factors. Emu will create a more liquid stock 
market, encouraging wider sham ownership of 
previously domestic stocks. Second, many Euro- ■ 
pean privatisation programmes have a consider- 
able way to go. 'Finally, Emu will spark regional 
competition, bringing consolidation that win 
drive equity Issuance. Page 22 


Silver experts focus on Indian reaction 

Warren Buffett win be the name on everyone's 
Ups at CPM Group's presentation of its 1998 
survey of the precious metal's situation, tomor- 
row. Berkshire Hathaway, the financial services 
and investment company run by Mr Buffett, 
controls more than 20 per cent of the world's 
estimated silver supply. Bat the reaction of con- 
sumers in India, the world’s biggest market, to 
the recent price rise, wffl be crudaL Analysts 
say Indian consumers are being tempted into 
gold, which is trading at just below the Impor- 
tant figure of $300pertroy ounce. Page 28 - 




The rise and rise of the Jumbo bond 

The recent trend towards larger bond issues is . 
likely to be c onfir med this week, as several -- 
borrowers are expected to launch benchmark . 
deals with amounts of Hbn or mare-Analysis : 
say jumboJssueia are. taring 
cal factors in their favour, includtogthe “flight 
to safety" prompted by tire Asian crfcris and thia 
popularity of the dollar. Page 24 - 

EMERCMNG MARKETS 

BuHs bo for bargain bssement Ukraine 

The Ukrainian stock market Is fall of bargains. 
On the basis of simple valuation comparisons, - 
Ukrainian companies are possibly the cheapest 
in Europe. Xast year, Ukrame’s .Wra stock mar- 
ket boomed as fordgn money poured in. How- - 
ever, in the wake of the Asian economic crisis, 
the tide of foreign investment has subsided. But 
with finder privatisations planned for 1998, .■ 
especially in the el ect ri city sector, ofl refining, 
and metals, some experts are quite bullish about 
the potential. Page 24 


Compantoa in thhi Issue 


Adaptec • 

Air France 
Apricot Computers 
BSkya 

Banco Santander 
Barclays 


British Teteoom 
CSOB 

Candover trw. • 
Ceaka Sporttetna 

China Construction 
Cowen & Company 
DSM 
Demasz 

Deutsche Bank . 
Dresdner Bank 
Dunloe House 
Energy Group 
Ewart 

Generate des Eaux 
Gtet-Broeades 
Gotdman Sachs 
Hyundai Electronics 
Inter-Continental 
Komarsn! Banka 
LLP 




Bass leixfing rates 
Company meetings 
Dividend payments 
FT/S&P- A World indices 
FT bide to currsidee 
Forefjjn exchanpes 


MSDW 17 

MYHaidrm 18 

Merrffl Lynch .18 

Mitsubishi Electric 17 

Mqntanaro 18 

Morgan Grenfell .18 

Origin 17 

Overseas tnv. Trust 18 

. Pennant Inti 18. 

Patron 20 

Pti&p Services 20 

Philips ’ - .17 

Price Waterhouse 17 

Safaty-Kleen - 20 

Scania 20 

Schraders .. . .18 

Scottish Hydro 6 

Siemens -8 

Stands 20 

Sod6t6 Gtadrate 20 

Standard Chartered 18 

Symbian Logic 17 

Tetekomunflcacja Pol . 20 

Texas Utfflttes 18 

United News & Media IB 
Vkteoksgie 18 

Watt Disney 20 


By George Graham 
and Ctay Hants in London 

Morgan" Stanley Dean Witter 
Discover, the US fmaTiHaT ser- 
vices group, plans to create a 
global payments network as a 
base for launching its Discover 
credit card worldwide. 

Philip Purcell, flkainPIffl end - 
chief executive, said he 
' believed payment cards were a 
global business,: and he folly 
Intended to be a global 'player. 
’TU be very disappointed if 
Discover is not a -global brand 
five years from how,” he said. 

The group anriminrwfl on' Fri- 
day it planned to drop Dis- 
cover from its company name. 
It aims to use Morgan Stanley 
Dean Witter as a corporate 
name and as the sole brand for 
all its . securities and asset 


Symbios 
sale earns 
$775m for 
Hyundai 

By John Burton In Seoul 

Hyundai Electronics has sold 
Symbios Logic, its US non- 
memory chip subsidiary, to 
Adaptec in a ?775m deal to 
help ease financial troubles at 
the Sooth Korean semiconduc- 
tor company. 

Hyundai Electronics is the 
smallest and most Indebted of 
Korea’s three main chip- 
makers, which Include Sam- 
sung Electronics and LG Semi- 
con. It has already postponed a 
memory chip plant in Scotland 
because of problems r aising 
overseas capital for ' the 
project' " ■ 

' Hyundai bought Symbios 
Logic in 1995 from AT&T for 
$340zn to. try to develop 
operations in non-memory 
chips, which enjoy a bigger 
market and have higher profit 
margins than its main- busi- 
ness of mezpolry chips. ' 

A sharp fall fa prices for 
memory chips in the past two 
years has farced Hyundai Elec- 
tronics, 7 which is expected to 
report losses for 1997, . to 
retrench. • 

Symbios Logic was one of 
the most successful of recent 
Korean" overseas ventures, 
posting a net profit of |B9m on 
sales of~$82Qm last year. 

- .“The deal is. -significant 
because it Is the first profitable 
unit that a leading Korean 
cmi ginwwiitw h»Q sold and it Is 
- a sign that Hyundai-Js willing 
to restructure," said Brian 
Hunsaker, an analyst with 
Dresdner Kleiawart Benson in 
Seoul 

Korean conglomerates, or 
chaebol, have been criticised 
by the government for reluc- 
tance in reducing their sprawl- 
ing industrial empires despite 
the nation’s debt problems. 

Kim Yong-hwan, Hyundai 
Electronics president, said pro- 
ceeds from the Symbios Logic 
sale would be used to finance 
projects in memory chip pro- 
duction, including completing 
a chip plant in Eugene, Ore- 
gon, Hyundai's first US. 
production site. 


Morgan Stanley aims for worldwide 
payments network as base for launch 


management businesses. Mr 
Purcell said the bank would 
start by building a global net- 
work of merchants who would 
accept its cards, possibly 
through partnerships in each 
country. Only then would it 
begin to issue Discover cards 
in the rest of the world. 

“In the US we did it simulta- 
neously. That’s way too com- 
plicated to do globally," he 
said. 

Morgan Stanley Dean Witter 
has been pondering for some 
time how to take the Discover 
card Into the international 
market. In the US, snappy 


marketing and the offer of a l 
cent rebate for every dollar 
spent have turned it into the 
single largest Issuer of general 
purpose credit cards with 40m 
accounts, but elsewhere it is 
scarcely known. Its Novus net- 
work of merchants who will 
accept Discover and a number 
of other cards have grown rap- 
idly over the last 10 years, but 
still ranks fourth in the US 
behind Visa, MasterCard and 
American Express. 

Visa and MasterCard, how- 
ever, were consortia whose 
names overshadowed the 
brands of their member banks. 


that actually issued the cards, 
Mr Purcell said. Even the larg- 
est card issuers, such as Citi- 
bank, found their customers 
thought of their cards simply 
as Visa cards, not Citi cards. 

"The winners long term in 
the card business will be those 
who have branded cards . . . 
The difficulty with the Visa 
system is you don’t build your 
card's brand." 

Mr Purcell said the global 
financial industry had been 
transformed by large mergers, 
including the SZtb n combina- 
tion last year of the Morgan 
Stanley investment bank with 


his Dean Witter, Discover 
retail broking and cards com- 
pany. as well as the Swiss 
Rank Corporation- Union Bank 
of Switzerland merger. 

He believed Morgan Stanley 
Dean Witter could already 
compete globally in invest- 
ment banking and asset man- 
agement. In Its other two legs 
- cards and retail securities - 
it would eventually be able to 
compete on a global scale. 

The decision to adopt the 
Morgan Stanley Dean Witter 
name for all securities and 
asset management activities 
reflects the success it has 
achieved, quicker than expec- 
ted, in putting Dean Witter's 
retail broking strength 
together with Morgan Stan- 
ley’s advisory and underwrit- 
ing skills. 


UK group beats US rival with promise of quick cash 


Bass to explain hotel chain deal 


By John WUmari in London 

Bass, the UK brewing and 
leisure group, will today brief 
inst i t u ti on al shareholders and 
analysts on the agreement it 
signed late on Friday night to 
buy Inter-Continental Hotels 
and Resorts for s&9bn from 
Japan’s Saison g ro u p. 

The acquisition gives Bass a 
substantial global upscale 
hotel chain to complement 
Its mid-market Holiday Tihm 
operation. 

Bass shares fell 26ftp to 
960p on Friday as news of the 
impending deal leaked out, 
amM fears that it would over- 
pay for the luxury hotels busi- 
ness. 

The group, which is 
cu rrently ungeared, was seen 
as desperate to make an 
acquisition after last year’s 
setbacks in its attempts to buy 
Carlsberg-Tetley, the UK 
brewer, and william Hill, the 
betting shop chain. 

“There will be some surprise 
at the price,*’ said,. Mark 
Fimrie of NatWest Securities, 
“but they were damned If they 
did and damned ff they didn’t 
They have paid the requisite 
price to enter that end of the 
market" 

Bass will emphasise that it 
was able to win over Marriott 
International, the US grow, 
by promising to deliver cash 







Big move: Sir Ian Prosser, Bass Chairman and chief executive 


quickly to the troubled Japa- 
nese stores group, which is 
selling several assets to cover 
subsidiaries’ bad debts. It 
offered a $L395bn cash pay- 


ment repayment of S-J50m 
debt and the assumption of 
net debt of S1.044bn_ It also 
agreed to license Saison to 
operate the Inter-Continental 


and Forum hotels in Japan 
where Bass has no operating 
arm. 

In return, Bass acquires IS7 
hotels with 65,000 rooms in 69 
countries. Of these, 117 are 
Inter-Continental hotels and 
20 are the mid-market Forum 
brand. 

"The deal leaves Bass in the 
best position of any hotel 
gronp with international 
ambitions," said Paul Slattery 
of Dresdner Kletnwort Ben- 
son. 

“It already has a dominant 
position In the mid-market 
range with Holiday Inns. This 
acquisition makes it one of 
three groups with critical 
mass in the upscale end and 
very much at the top of the 
league." 

The group made $179m in 
earnings before interest, tax, 
depreciation and amortisation 
in 1997. 

Bass said it expected the 
deal to involve one-off costs of 
$50m, but to generate S40m 
annually from cost savings 
in reservations, purchasing, 
sales and marketing. 

Completion of the agree- 
ment, which is dependent on 
regulatory approval in the US 
and Europe, is expected by 
March 31. 

It will leave Bass with 
interest cover of around five 
times. 


PW drops plan to take Origin stake 


By Gordon Cramb 
in Amsterdam 

Price Waterhouse has 
abandoned a plan to take a 
significant stake in Origin, a 
computer services subsidiary 
of Philips, the Dutch electron- 
ics group. 

The accountancy firm, 
which is pursuing a merger 
with rival Coopers & Lybrand, 
last October disclosed that it 
was in talks to secure an 
unspecified minority holding. 
Origin, with annual revenues 
approaching FI 3bn (|L5bn), is 
88.8 per cent owned by Philips. 


Price Waterhouse saw 
Origin, which operates in 31 
countries, as a way to expand 
Its ability to meet its clients’ 
information technology needs. 

But late on Friday it and 
Philips said they could not 
reach an agreement This deals 
a blow to PWs ambitions to 
create a broad-based profes- 
sional services group. Jt has 
been seeking to widen its 
expertise beyond traditional 
definitions of accountancy aod 
consulting. Origin and PW are 
to continue their year-old stra- 
tegic alliance. 

Philips said Origin showed a 


modest profit last year after 
substantial losses in 1997 and 
management upheavals. Sales 
growth was some 21 per cent 
at the Eindhoven-based IT ser- 
vices company. 

On Friday Philips also 
announced the appointment of 
Origin's fourth chief executive 
within the space of two years. 
Robert Pickering Is a former 
PW executive who was until 
last December president of 
BSG Alliance/IT, a Texas 
based computer services com- 
pany which has a joint venture 
with Origin in the US. 

Philips has repeatedly 


stressed its commitment to 
Origin, treating it differently 
from other unprofitable busi- 
nesses it has sold or dosed in 
the past IS months. At the 
same time it has been keen to 
achieve more independence for 
Origin, which depends on its 
parent for almost half its 
income. 

The continuing tie-up with 
PW involves providing third- 
party software, systems inte- 
gration and similar business 
services to help link it to its 
customers. 

PW merger cleared, Page 21 


Mitsubishi 
to quit PC 
markets in 
Europe 
and Japan 

By Christopher Price 
En London 


Mitsubishi Electric, the 
Japanese consumer goods 
group, is quitting the Euro- 
pean and Japanese personal 
computer markets in a move 
that signals the end of Apricot 
Computers, one of the oldest 
UK consumer computer 
brands. 

Mitsubishi, which bought 
Apricot to 1990 for £39m 
(S65m), blamed the tough trad- 
ing conditions in the PC mar- 
ket for its decision. Mitsubishi 
is to concentrate on the inter- 
net and business computers. 

The news comes three weeks 
after AST. another 
Japanese-owned computer 
group, announced It was with- 
drawing from the European PC 
market. 

Samsung, the Japanese elec- 
tronics giant, which owns 
AST, also blamed the difficult 
trading environment. The 
average retail prices for PCs 
has fallen by 20 per cent in the 
past year. 

Peter Horn, president of Mit- 
subishi Electric’s PC division, 
said the rising costs of sup- 
porting PC sales with call cen- 
tres and technical advice was 
another factor in the decision 
to withdraw, along with the 
rapid depreciation of the 
machines once assembled. 

“We have to focus our busi- 
ness on those areas where we 
are going to get the best 
returns, and for us they are in 
the business market and the 
internet," he said. 

Mr Horn said he did not 
believe the move out of con- 
sumer PC manufacture would 
lead to large job losses. 

In the past year, the number 
of Mitsubishi's UK employees 
has fallen from 769 to 650 
through natural wastage. Mit- 
subishi has offices in Birming- 
ham and a factory in Scotland, 
which will now become the 
centre for its business com- 
puter production. 

The company sold about 
50,000 PCs last year - 40 per 
cent of them in Japan - giving 
it about 2 per cent of the con- 
sumer PC market in Japan and 
2 per cent to Europe. Mitsubi- 
shi has a 3 per cent share of 
the business computer market. 

Apricot’s departure from the 
PC market closes another 
chapter on a successful UK 
company of the 1980s that later 
had to be rescued by a foreign 
company. Originally owned by 
ACT. a Birmingham-based 
software and services group, 
Apricot Computers was 
initially successful at a time 
when the PC market was frag- 
mented. 

However, the emergence of 
IBM as the dominant player by 
the end of the 1980s marked 
the beginning of Apricot’s 
decline. Mitsubishi stepped in 
in 1990, while ACT went back 
into software and services. 

Mitsubishi has been an Inter- 
net service prorider for three 
years and has 2^00 business 
and 25,000 private subscribers. 


Goldman Sachs Asset Management to target Europe 
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By Jana Martinson, 

Investment Correspondent 

Goldman ' Sachs Asset 
Management is to launch its 
first marketing exercise in 
Europe in an. effort to extend 
its rale in the higftty competi- 
five UK pension fund market 
and benefit from, poor perfor- 
mance from its larger rivals. 

; At the same time GSAM, 
part , of the US investment 
bank, has appointed Nigel 
O’Sullivan, a pension fund 


consultant, to the new post of 
head of its European ppntdrm 
and insurance strategy group. 

The appointment is a signifi- 
cant one for GSAM, which 
entered the UK market leBS 
than two years ago with its 
purchase of CXNMan, the pen- 
sion fund manage r for the coal 
Industry. 

GSAM’s decision to boost its 
UK profile in such a relatively 
short time partly reflects its 
belief that the domestic indus- 
try is ripe for a shake-up. The 


UK’s leading fund managers - 
Mercury Asset Management, 
Schraders, PDFM, G art more 
and Morgan Grenfell - have 
suffered either performance or 
management problems in the 
past two years. 

David Blood, managing 
director of GSAM in Europe, 
said: "We would have waited, 
but the opportunity is just too 
good. We want people to know 
that Goldman Sadis is here." 

GSAM, which manages 
$40bn in Europe out of a world- 


wide total of Si40bn, is also 
keen to capitalise on a recent 
shift among pension fund con- 
sultants away from the tradi- 
tional multi -asset man«ppmftn t 
and towards specialist funds. 

GSAM manages about $32bn 
for UK clients, with most of 
that coming from the coaJ 
funds. GSAM has already 
started to contact large corpo- 
rate clients of its investment 
banking parent. “We want to 
leverage the Goldman Sachs 
brand name," Mr Blood said. 


Pension fund consultants 
agreed that the biggest asset of 
the group in lieu of long-term 
performance figures was its 
brand name. “Anybody with 
any nous in the financial 
world has heard of Goldman 
Sachs,” said one. 

GSAM. which intends to 
launch a range of advertise- 
ments for the institutional 
business in the coming 
months, said it intended to 
increase its staff by 75 to 275 
next year. Most of these 


appointments would be in the 
marketing department. How- 
ever, the group has failed to 
find a UK head of marketing. 

Mr O'Sullivan previously 
worked with Bacon & Wood- 
row, one of the UK’s leading 
pension fund consultants. He 
had acquired a reputation for 
recommending the sacking of 
underperforming managers. 

Mark Griffin is to leave 
GSAM's strategy group to 
move to the US, where he will 
focus on insurance groups. 
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Overseas in threat of legal action 


By Jean Eagtestam 

Overseas Investment Trust 
Shareholders are threatening 
legal action unless the board 
publishes reconstruction 
proposals by Wednesday. 

The threat reflects grow- 
ing frustration with the per- 
ceived reluctance of Morgan 
Grenfell Trust managers, 
which manages the trust, to 
expedite its break-up. "The 
longer it all takes, the longer 
they manage the [£185m] 
assets and so keep their fee 
- it is common behaviour," 
said one shareholder. 


Shareholders believe they 
have found a legal lever to 
force the trust's board to acL 
A circular issued to them in 
October 1981, when the UK 
vehicle was called the North 
Atlantic Securities Corpora- 
tion, required the board to 
issue proposals to unitise or 
liquidate the trust within 
three months of losing a con- 
tinuation vote. 

Overseas lost such a vote 
on December 19. shortly 
after a predatory US firm of 
arbitrageurs. Elliott Associ- 
ates, bought a 15 per cent 
stake. If the three months’ 


clause still applies, the trust 
needs to hold an extraordi- 
nary meeting to vote on 
wind-up proposals by March 
19, at thelatest This means 
the boanFmust issue propos- 
als this week to give the 
legal required minimum 21 
days' notice. 

But Tony Fabrizi of HSBC 
James CapeL the broker act- 
ing for Overseas, said there 
was “no legal requirement in 
any normal reconstruction" 
to put proposals forward by 
a certain date. 

He added that it was “a 
matter of’ legal opinion” 


whether such a requirement 
existed in this case. 

Mr Fabrizi denied that the 
trust and its manager had 
been slow to act after being 
defeated in the continuation 
vote: "The board wish to 
consult very widely with 
shareholders, right down to 
the smallest private share- 
holder, and thty hag been an 
ongoing process for some 
time." 

But analysts cast doubts 
on this justification. "It Is 
noticeable that the board 
has taken longer to develop 

proposals than Kleinwort 


Overseas Investment Trust, 
which lost a continuation 
vote on the same day [and 
has already issued recon- 
struction proposals]," said 
Andrew Bell of BZW,- the 
broker. 

As well as coming under 
increasing pressure to act 
quickly. Overseas may also 
be forced to follow KOITs 
lead and offer shareholders 
the option of a full cash exit. 

After it lost the continuation 

vote, the board said its 

reconstruction proposals 

“are likely to involve a form 
of cash exit". 


Row erupts as 
Ewart chairman 
opts for Dunloe 


By Jonathan Guthrie 

A furious row has erupted 
between Brian O’Connor, 
non-executive chairman of 
Ewart, the Belfast property 
company, and other board 
members over his decision to 
accept the lower of two rival 
offers for the business. 

The stock exchange will 
today publish an announce- 
ment by Mr O’Connor that 
be “intends to accept" a 75p- 
a-share offer for Ewart from 
Dunloe House, the Dublin 
property company, in 
respect of his 16 per cent 
shareholding. In the state- 
ment Mr O'Connor says: 
“The uncertainty created by 
tbe bid . . . should be brought 
to an end. My action is 
designed to achieve this and 
create certainty for all share- 
holders." 

But Barry Gilligan. chief 
executive of Ewart, said he 
was “very surprised" by the 
move. Mr O'Connor bad 
backed the board's decision 
on Thursday to reject Dun- 
loe’s offer, increased from 
67p a share last Thursday, 
which values Ewart at 
£23-4m. 

Mr Gilligan said Ewart 
had by then received an 
“indicative offer" at 79p a 
share from another bidder 
which the board had decided 
to accept, even though it 


was below Ewart’s net asset 
value of 81p a share. 

The other directors 
learned of Mr O'Connor's 
decision on Friday morning. 
There was an angry 
exchange of words at 3pm at 
a board meeting conducted 
by telephone by Mr 
O’Connor, who lives in Hong 
Kong where he has business 
interests. 

“I am very concerned 
about the actions of the 
chairman and the possible 
damage they have done to 
shareholders' interests," said 
Mr Gilligan. who added that 
the identity of the new bid- 
der was likely to be revealed 
next week. He said Ewart 
would complain to the Take- 
over Panel about Mr 
O'Connor, and that it was 
considering taking legal 
action against him. 

Mr O’Connor was travel- 
ling yesterday and could not 
be reached for comment. 

Following lengthy discus- 
sions with tbe Takeover 
Panel, Mr O’Connor agreed 
he would not sell bis Ewart 
shares before Tuesday of 
next week, and only after 
that if total acceptances give 
Dunloe more than 50 per 
cent of Ewart. Dunloe's 
chairman. Noel Smyth, 
already has a 26 per cent 
stake in Ewart, of which be 
is a non-executive director. 



Lyda vai dv r 

Seeking acquisitions: Stuart Wallis (right) with David Gilbertson, chief executive 

LLP heads for flotation 


By Christopher Adams 

LLP. the business 
information group and pub- 
lisher of Lloyd’s List plans 
to float on tbe London Stock 
Exchange In the spring. 

Stuart Wallis, chairman, 
said some of the cash raised 
from institutional investors 
would go towards funding 
future acquisitions. LLP, 
which has some 300 publica- 
tions. is highly geared and a 
substantial part of the pro- 
ceeds would be used to pay 
off long-term debt. 


The company, which 
announced its intention to 
seek a listing last year, was 
sold to a management taam. 
backed by NatWest and 3i 
for £825m by Lloyd’s of Loo- 
don. in late 1995. It had been 
formed as a stand-alone sub- 
sidiary of the corporation of 
Lloyd’s in 1973 and took over 
the activities of the insur- 
ance market's internal infor- 
mation-gathering and pub- 
lishing departments. 

Venture capitalists own 75 
per cent of the group and 
management 25 per cent. 


The flotation, which is 
dependent on shareholder 
approval and stock market 
conditions, would place 
more than half the business 
with institutional investors. 

Pre-tax profits were £10.3m 
last year on an increase in 
turnover from £40m to 
£48.4m. “This company has 
grown very fast, both organi- 
cally and by acquisition! 
There are some interesting 
opportunities for business 
and it will be good to have 
the cash available for devel- 
opment.” said Mr Wallis. 
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Estimated consolidated net income 1997: 

FRF 2.055 million 


The Board of Directors of Usinor were 
informed at a meeting held on Tuesday, 
February 17, chaired by Francis Mer, of 
the estimated consolidated net income 
for the 1997 financial year. 

Consolidated net income was 
FRF 2,055 million compared to 
FRF 1,489 million in 1996. 


InFRFbiBons 

T997H 

1996 

Sales 

72.0 

71.1 

Operating income 

3.6 

2.5 

Income from operations before tax 

25 

2.1 

Net income 

2.1 

15 

Net cash prowled by operations 

S3 

10.0 

Capital expenditures 

4.1 

3.9 

Shareholders' equity 
Gnduding minority interest) 

28 2 

29.7 

Net debt 

S3 

65 

Net income per share (FRF) 

8.45 

6.12 


{*) Unaudited - Vallourec consolidated until June 30. 1997 

Consolidated sales for 1997 were FRF 72,001 million, 
increasing by 6.7% versus 1996 on a comparable basis. 

Sales were derived from Flat Carbon Steels (Sollac) 52.5%. 
Stainless Steel and Alloys (Ugine, J&L. Imphy, ...) 23.9%, and 
Specialty Steels (Aster Unimdtal, Ascomdtal, CLf. IMS...) 20%, 
the balance of other activities (Vallourec over the first six 
months, Forrest. ...) and elimination of sales between 
activities representing 3.6%. 

In 1 997, sales in the three core activities evolved as follows: 
Flat Carbon Steels at FRF 37,841 million, or +7.8% (volume 
effect +8.3%, price effect -0.5%), Stainless Steel and Alloys at 
FRF 17,189 million, or 2.8% (volume effect +4.9%, price effect 
-2.1%), Specialty Steels at FRF 14,401 million or +4.7% 
(volume effect +9.7%, price effect - 5%). 

In 1997, 32% of the sales were made in France, 47% in the 
other countries of Europe and 21 % in the rest of the world. 
The United States represented 1 1 % of total sales and Asia 
3.5%. 

Operating Income was FRF 3,580 million, or S% of sales 
(4.5% in the first half of the year and 5.5% in the second) 
compared to FRF 2.482 million, or 3.5% of sales for the 1996 


financial year. Flat Carbon Steels constituted 6.9%, Stainless 
Steel and Alloys 3% and Specialty Steels 1.6%. 

Wet income reflected in particular a restructuring provision 
of FRF 300 million related principally to the closure of the 
Longwy wire rod mill and the rationalization of the J&L 
industrial sites in the United States. 

Net cash p rovided by operations amounted to FRF 5345 milBon 
versus FRF 9,973 million in 1996. Given the recovery in activity, 
this variation is explained principally by the increase of 
working capital requirements whereas in 1996 a deflated 
economy contributed to a significant decrease. After capital 
expenditures of FRF 4,125 million and financial investments 
net of divestures, the free cash flow was FRF 2,965 million. 
Net debt at December 31, 1997 was FRF 5,835 million. 
Following the deconsolidation of Vallourec, the debt/equrty 
ratio remained the same as that at the end of 1996 (0.21 
compared to 0.22). This ratio is likely to increase significantly 
in the first quarter of 1998 taking into account the 
acquisition by Aster (Specialty Steels) of 100% of the Belgian 
company Fafer for approximately FRF 1.6 billion and the 
purchase by Usinor of minority interests In Sollac for 
approximately FRF 1.1 billion. 

The asset turnover ratio continued to improve, from 1.55 
at the end of 1996 to 1.67 at December 31. 1997, reflecting 
the Groups polity which emphasises shareholder value in 
order to improve the return on its capital employed. 

Prospects 

The economy continues to be sustained on the domestic 
market of the European Union, in particular in the sectors 
constituting important markets for Usinor, such as the 
automobile and mechanical engineering industries. 
Inventories are at normal levels and the Company believes 
that the consumption of steel should continue to improve at 
least until summer, with the help of a noted resurgence in 
investment. This evolution should contribute, in a relatively 
stable dollar environment, to the firmness of prices, fiat 
stainless steel (17% of the sales of the Group) continuing as 
in 1997 to suffer from global over-capacity. 

Annual contracts, which cover 45% of the Group's sales, were 
negotiated under good conditions in almost all sectors. The 
order books are currently well filled and the plants should 
operate at full capacity over the first six months of 1998. 

Net dividend: FRF 3.30 

The Board will propose to the General Assembly, which is to 
meet on Tuesday. June 9, 1998, a net dividend of FRF 330 per 
share. Payment of such dividend is expected to occur on 
Wednesday, July 1. 1998. This distribution represents 39% of 
the net profits. 


Operating 

income 

+44% 


Net income 

+38% 


Dividend 
per share 

+ 10 % 
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United 
likely to 
finalise 
sale of 
division 

By Christopher Adams 

United News & Media, the 
media conglomerate headed 
by Lord HoUck, is tn the 
final stages of talks to selL 
its northern regional news- 
paper division to Candover, 
the venture capital group. 

Candover Investments, 
one of two venture capital 
groups In the running .to 
bny the business, which 
Includes the Yorkshire Post, 
said yesterday it was carry- 
ing out due diligence and 
hoped to agree a final offer 
shortly. A sale could raise, 
about £350m. 

United is not thought to 
be talking exclusively with 
Candover, however. CVC 
Capital, the other venture 
capital group keen to back: a 
management buy-out, could 
not be reached for comment. 

The interest comes despite 
concerns that United is 
a tte m pting to tie buyers of 
the northern papers Into a 
long-term printing coirtract, 
at Its press in Broughton, 
near Preston, Lancashire. 

Candover owns no pub- 
lishing operations at pres- 
ent. It has raised £85 Om 
from investors in its latest 
equity fund. 

Other groups including 
Newsqnest Media Group and 
Trinity International Hold- 
ings had also been invited to 
submit second bids. But 
Trinity, which waa bidding 
£330m-£350m, is believed to 
have pulled out.' 

A successful sale of the 
northern papers would com- 
plete the disposal by United 
of its UK regional newspa- 
pers. United Provincial 
Newspapers is the fourth' 
largest regional group, with 
7.3 per cent of total. circula- 
tion. 

Last week, the group sold 
its southern regional pubii- . 
cations to Southnews. the 
local newspaper group, for 
£47.5m. Dresdner Kleinwort 
Benson, which is advising 
United, has also been seek- 
ing buyers for the Spanish 
newspaper arm. 

— — - — 

Big three 

Czech 

banks set 

for sell-off* 

By Robert Anderson in : ” 
Prague i it ’ 

The Czech government has 
appointed advisers for the 
sale of its remaining stakes 
in three of the country's big- 
gest banks, finally begin- 
ning tbe process of opening 
the top tier of the cou ntr y ' s 
important banking sector to 
foreign investment 
The finance ministry said 
that Goldman Sachs would 
advise on tire privatisation 
of Komercni Banka, central 
Europe's largest bank by 
assets; Merrill Lynch would 
advise on the sale of Ceska 
Sporitelna, the main retail 
bank; and Schroders would 
advise on the sale at Ceskos- 
lovenska Obchodnl Banka 
(CSOB), the foreign trade 
bank. Twenty-six invest- 
ment banks had applied to 
be advisers and five, includ- 
ing JP Morgan and Lehman 
Brothers, were shortlisted. 

The finance ministry said 
that it wanted to submit the 
advisers' analyses to the 
caretaker government of 
Josef Tosovsky by . May. 
However, the government 
has said that it will only 
prepare the privatisations, 
leaving their Implementa- 
tion to the government 
formed after the elections 
scheduled for. June. 

The previous government 
of Valcav Klaus had pro- 
posed selling the whole of 
the state's 66 per cent stake 
in CSOB to one strategic 
investor and at least 34 per 
emit of the state’s 49 per 
cent stake " in ’ Komercni 
Banka and 48 per cent stake 
in Ceska Sporitelna to single 
investors. Howevra, it Is not 
clear whether this strategy 
will be Implemented should 
the Social Democrats, who . 
are leading in opinion polls, 
form the next government. 

The party has yet to 
announce a clear policy on 
banking privatisation but 
Ivo Svoboda, the head of the 
party’s finance committee 
and a potential future 
finance minister, has said be . 
supports the privatisation of 
tbe banks by 2000 and does ' 
not want the state to keep a 
stake. “The big three banks 
might be in private hands 
after two years." he said. 
“But we want it on a correct 
commercial basts”. 


NEW DIGEST 


Three Montanaro 
directors resign 

Three of the four directors of Montanaro UK Smaller 
C o m panies Investment Trust have resigned aft a- an inter- 
nal disciplinary investigation: The resi gnation s could trig 
ger a takeover, bid for Montanaro Investment Managers 
the boutique fund management company which runs 
trust. , 

Montanaro refused to.reveal the reasons for the reslgna 
or the of the directors. “We can confirm 

that two of the directors were suspended pending a disci- 
plinary investigation and. those directors and another 
director have resigned." it said. “We are not prepared to 
comment further but we are concerned, that a private 
internal matter has . become public and are considering 
teal action [as a.resultj". 

The affair will raise questions over the future of Mon- 
tanaro Investment Managers, a small independently 
owned company set up in 1995 by Charles Montanaro. 
Montanaro is a fund manager with a good reputation 
the UK smaller company sector. But the only ftmds in his 
atjftqo are the investment trust, which has about £70m of 
assets, and an unquoted limited partnership. 

Jean Eaglesham 

Banks deny bid speculation 

Barclays yesterday refused to comment on weekend press 
speculation that it was planning to bid for Standard 
Chartered, the UK-based international bank. Standard 
Chartered denied it was in takeover discussions with 
anyone. With a stock market value of £29bn, Barclays is 
nearly four ttmre the size of Standard Chartered, whose 
share price has. reflected the volatility of Asian markets in 
recent months!. 

■ A bid for Standard Chartered would not pose any 
domestic competition problems like those foreseen in Bar- 
days’ ambitions - now put on hold — to buy the rival 
National Westminster Bank. They would have command- 
ing combined market shares, however, in some African 
countries. Both banks have also pulled back in invest- 
ment banking. Always more regionally based than Bar- 
clays. Standard Chartered started Its retrenchment two 
years earlier* in 1995.-'. 

Hong Kong and the Asia Pacific region accounted for 
nearly two-thirds of Standard Chartered’s trading profits 
of£818m in 1996. Its 1997 results are due to be announced 
on Wednesday. See Lex Clay Harris 

Packaging alliance formed 

MY Holdings, the UK paperboard and plastics packaging 
group. Is set to announce today the formation of a Euro- 
pean alliance which it hopes will help its members to win 
more business from multinational pharmaceutical groups. 

The move has been prompted by an increasing trend 
among large packaging users, notably pharmaceutical 
and consumer goods groups, to rationalise their supply 
bases, and find pan-European suppliers. This has pres 
ented . problems particularly for winali and medium-sized 
companies producing in just one country. 

MY. based in Surrey, is framing up with partners in 
France, Germany and . Italy, to form an alliance called 
Pbarmapact All four specialise in pharmaceutical packag- 
ing. They will continue to work as individual entities, but 
will pool some marketing and sales, providing customers 
with a single point of contact for Europe-wide negotia 
Hans and common commercial terms mid specifications. 

Together the compares - of which MY is the largest 
with turnover of-abdntJ®x5m a year - produce at 15 sites 
in western Europe.: . Virginia Marsh 


Texas ‘offer’ forfinergy 

Texas Utilities, the Dallas energy company, is expected to 
make a bid for Energy Group of the UK within the next 
two weeks. The offer will be at a “significant premium" to 
the bid of 765p a share from PadfiCorp, another US 
utility, which values Energy Group at £4.05bn. 

Texas is keen for the board of Energy Group to back its 
bid. With this aim, it is-believed to have promised John 
Devaney, chief executive, and Eric Aflstee, finance direc- 
tor. important rotes within the company after the take- 
-over. “Within limits Texas lets subsidiaries run tbem- 
iselves,” an official said. 

The disadvantage facing Texas is that it lacks regula- 
tory clearance. PadfiCorp overcame this obstacle last 
week when the Federal Trade Commission of the US 
approved its bid providing It sold two US mines owned by 
Energy Group if successful Jonathan Guthrie 

Demasz to raise $80m 

A 3S per cent stake in the south Hungarian electricity 
distribution company, Demasz, Is expected to be made 
available in an international public offering this spring, 
raising about 880m (£48.8m). 

Demasz. which is 54 per cent owned by Electricity de 
France International, is to request listings on the Buda- 
pest and Luxembourg Stock Exchanges. EDFI will retain 
a stake of just over 50 per cent with the majority of the 
shares on offer provided by Hungarian based brokerage 
OTP, which holds a 24 per cent stake purchased from 
local councils. , Hester Eddy in Budapest 

Name change for Generate 

Gfendrale des Eaux. the French construction, communica- 
tion and environmental services group, is poised to 
change its name. Jean-Marie Messier, chairman, made the 
disclosure in this month’s letter to shareholders. He said 
the current n am e gave an Incomplete and .sometimes 
inexact picture of the group. The new name, to be pro- 
posed at the general shareholders' meeting in June, would 
reflect the “richness and coherence” of group' activities. 

The disclosure came as the Paris appeals court ruled 
that the company should not be forced to make a fun bid 
for Havas, the media group, in which it has a subs tantial 
minority stake. See Lex Datnd Owen in Paris 

Videologic’s graphics chip 

Videologic, the UK-based graphics technology group, will 
today launch its second-generation PowarVR 3D graphics 
chip aimed at the arcade systems, personal computer and 
set-top-box markets. The company’s PowerVR techn ology 
developed in conjunction with NEC, the Japanese elec- 
tronics group, is already the market iraripr in the pq 3Q 
graphics market with a 36 per cent market shar p accord- 
tag to Jon Peddie Associates, an independent research 
existing customers include Compaq, the world’s 
largest computer marker. Gateway, NEC and Matrox, the 
market leader in the add-in graphics card market. 

• Paul Taylor 

Pennant flies to Aim 

B oro fi^ ite t 1 project is fuelling expansion plans for a 
defence framing simulator company, which will today 
annou nce a p lacing and admission to the London Alterna- 
tive tovestment Market, to raise £2m. Pennant Interna- 

10 “ff a* to trod acquisitions, now 
product development, and to expand its existing Chelten- 
ham-based operation. ■ 6 

The placing.. by Rowan Darlington & Co earlv next 
mmtti is expected to value the company at £8m-£LQm. 

_ Pennant, framed In 1958 and acquired in 1991 by Pen- 

Pences hardware and soft- 
ware fra staudatton eqidpmrait used in -training for air- 
craft, ships and power stations. 

in the last two years to 
sear to December 1997, with operating-profits 
at £696,000. JuIimeJowit 
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Once again, the world puts its stock in us. 

Last year, a record 63 companies from outside the United States chose to list on the New York Stock Exchange. That brings our non-US 
listings to 343, and increases the worldwide capitalization of our companies to $12 trillion. Why did these 63 companies join us? Visibility. 
Liquidity. Transparency. Technology, fust a few of the reasons why— increasingly and in record numbers— The world puts its stock in us? 


THE NEW YORK STOCK EXCHANGE 
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COMPANIES AND FINANCE 


SG to buy US investment bank 


By Tracy Corrigan in New York 

Soctet6 Generate, the French bank, 
has agreed to buy Co wen & Com- 
pany, the US investment banking 
partnership, for S540m in a cash 
transaction. Cowen specialises in 
equities and research in growth sec- 
tors such as technology, healthcare, 
communications and media. The 
new company will be called SG 
Cowen Securities. 

“Cowen will serve as a corner- 
stone in our efforts to continue to 
build and enhance our universal 
banking capabilities for our custom- 
ers and clients in the US and global 
marketplaces," said Jean Huet. chief 
executive officer of SG Americas. 


SG will pay the partners of Cowen 
60 per cent of the purchase price on 
closing and the rest in three instal- 
ments over three years. SG has 
established a 875m retention pool to 
be paid over three years to “key 
Cowen employees'*. 

Joseph Cohen, chief executive offi- 
cer of Cowen. will serve as chairman 
of SG Cowen and Curtis Welling, 
currently chief executive officer of 
Society Generate Securities, will be 
president and chief executive officer. 
Both will report to Mr Huet 

Mr Cohen said he had decided to 
sell because “strategically, the 
dynamic of our business changed 
when Alex Brown decided to com- 
bine with Bankers Trust” last year. 


Subsequently. Robertson Stephens 
and other small US investment 
banks were also bought out. as part 
of the consolidation of the financial 
services industry. Mr Cohen said 
growing companies which in the 
past had graduated from Cowen to 
larger Investment banks would be 
easier to retain because of SG’s abil- 
ity to offer a full range of financial 
products. 

Mr Welling said Cowen was a per- 
fect fit for SG’s US securities busi- 
ness. “The missing component was 
equity capability and high quality of 
research," he said- The group will 
now be able to offer “highly inte- 
grated value-added products to a 
focused group of industries”. 


The company said as a result of 
tax benefits and time value savings, 
the actual present value cost to SG. 
including the purchase price and the 
retention pooL is about 8468m. As 
part of the transaction, Soddtfi G€n- 
Orale’s gristing securities company, 
currently regulated by the Federal 
Reserve Board, will be converted 

into a securities company regulated 
by the Securities and Exchange 
Commission under Section 20 of the 
Glass Steagall Act 
SG already has an established 
commercial banking business in the 
US. Mr Huet said that SG has a 
$50bn loan book in the US and “85 
per cent of the business is with cor- 
porate America”. 


Safety-Kleen set 
to decide on bids 


By Scott Morrison in 
Toronto and Nikki Tait 
in Chicago 

The S2bn battle for control of 
Safety-Kleen, the US hazard- 
ous waste recycler, will 
come to a head on Wednes- 
day. when shareholders are 
asked to vote on a now fully- 
financed offer from Philip 
Services, the Canadian scrap 
services and waste manage- 
ment group. 

Philip announced on Fri- 
day it had finally secured 
financing from Canadian 
Imperial Bank of Commerce, 
allowing it to fund its SEOOm 
contribution to the offer. 
Philip's two investment 
banking partners. Black- 
stone Management and 
Apollo Management, will 
each put up similar 
amounts. 

The remaining financin g 
for the bid will come from a 
S1.5bn credit facility, under- 
written by Chase Manhattan 
and CTBC. The bidding con- 
sortium said this facility was 
also fully syndicated by the 
end of last week. 

Two weeks ago, the Philip 
offer hit a hiatus, when the 
Canadian group told Safety- 
Kleen that it bad not yet 


assured financing for the 
offer. 

As Philip talked to its 
bankers, a shareholder vote 
on its hid - which is worth 
S27 per Safety-Kleen share in 
cash and has been consis- 
tently preferred by Safety- 
Kleen directors to a rival 
cash and shares bid from 
Canada's Laidlaw group - 
was moved from February 11 
to February 25. Philip needs 
support from holders of two- 
thirds of Safety-Kleen 's 
shares to be successful. 

However. Laidlaw Envi- 
ronmental says it will con- 
tinue talks with Safety-Kleen 
shareholders to convince 
them of the merits its rival 
offer, currently worth 830 a 
share. Ken Winger. Laidlaw 
Environmental chief execu- 
tive, refused to rule out the 
possibility that his company 
might raise its offer or 
increase the cash component 
of its bid. 

The company said last 
Monday that Safety-Kleen 
shareholders had tendered 
more than 50 per cent of 
their stock In favour the 
Laidlaw bid. The sharehold- 
ers. however, can withdraw 
their stock prior to Wednes- 
day’s vote. 


Dresdner Bank ahead 


By Andrew Fisher 
in Frankfurt 

Dresdner Bank, Germany's 
second biggest bank, raised 
pre-tax profits by nearly 20 
per cent last year to 
DM3.3bn ($i.8lbn) and 
announced risk provisions 
for Asia lower than those of 
its main competitors. 

It has set aside DM600m to 
cover loan risks in Indon- 
esia, South Korea and Thai- 
land, where its total expo- 
sure is DMd.lbn. Dresdner 
said no provisions were nec- 
essary for Malaysia, where 
its exposure is DMl-2bn. 

Deutsche Bank, the big- 
gest German har>v, is mak- 
ing extra provisions of 
DM1.4bn to cover potential 
loan risks in those four 
countries. 

Commerzbank has 
announced nearly DMlbn of 
provisions to cover “latent 
Asian risks". 

D res drier's strong perfor- 
mance was in line with posi- 
tive comments recently by 
Bernhard Walter, who 
became chairman last month 
after the bank had been hit 
by a series of resignations 
and tax scandals. 

Dresdner said commission 
income and own-account 
trading profits had risen 
sharply, while net interest 
income had shown a marked 



Bernhard Walter, chairman: 
positive comm rats 
improvement through expan- 
ded loan volume. Costs had 
risen by more than 10 per 
cent as a result of structural 
changes and technology 
investments, but profit 
growth was much steeper. 

Growth in operating prof- 
its. of 10 per cent to 
DM3.1bn, was held back by 
the comparison with a year 
in which they benefited con- 
siderably from capital gains 
on securities sold from the 
liquidity portfolio. 

Dresdner sold its minority 
stake in the Degussa me tals 
and chemicals company to 
Veba in 1987, but the near 
DM600m profit was not all 


booked to operating income: 
DM25 0m of this is being 
transferred to reserves. 

The dividend is being 
increased from DMl.45. to 
DML55 a share, though the 
1996 payment also included 
an anniversary bonus of 10 
pfennigs. 

• Deutsche Bank, Ger- 
many's biggest bank, will 
present its accounts in euros 
from 1999. when the single 
currency is due to be intro- 
duced. The euro figures will 
be for the first quarter of 
next year. Other hanks are 
expected to follow suit 

Among industrial compa- 
nies, Siemens has already 
said it will present euro 
accounts. 

Deutsche will also convert 
its shares into non -par value 
units from DM5 nominal 
units to ease the transition 
to the euro. 

Dresdner Bank was the 
first bank to announce such 
a move a few weeks ago and 
Commerzbank said it would 
do the same. 

Deutsche also intends to 
denominate Its capital In 
euros from January. 

These moves are depen- 
dent on euro-related legisla- 
tion completing its passage 
through parliament. Share- 
holders also have to approve 
the changes in share capi t al 


Dutch 
chemicals 
companies 
in talks 


By Gordon Cramb 
m Amsterdam 

DSM and Gist-Brocades, two 
of the biggest Dutch chemi- 
cals companies, are “bolding 
talks to explore possible 
forms of co-operation”, fuel- 
ling speculation .. of a 
FI &2bh ($4fan> merger: 

Shares in both companies 
were suspended for part of 
Friday on the Amsterdam 
stock exchange after rising 
strongly. They Jumped fur- 
ther when trading resumed. 
Gist-Brocades closed 10.3 
per cent higher at F1.60, 
while DSM was up 3 per 
cent, at FI 20080. 

DSM; with sales of nearly 
FI 12b n, is by some way the 
bigger of the two: Petro- 
chemicals make up nearly 
half its business, though it 
Is also the world market 
leader in melamine. Gist- 
Brocades. where revenues 
are above FI 21m, has phar- 
maceuticals and bakery 
ingredients as its two main 
divisions. 

Simon de Bree, DSM chair- 
man, told analysts last 
autumn that amain element 
of its growth strategy was a 
“shift towards businesses 
which are farther down- 
stream in the industry rfmfri 
and less sensitive to the 
chemical business cycle". He 
identified fine chemicals, 
along with plastics and res-, 
ins, as an area to target 

Ruud Selman, a fellow 
board member, is on record 
as saying that Joining forces 
with Gist-Brocades would be 
a “highly interesting combi- 
nation of toolboxes”. 

According to Peter Blair, 
analyst with Salomon 
Brothers in London, “The 
most likely is that DSM will 
buy Gist-Brocades - they 
can afford it”. He added: 
“DSM is the most cyclical of 
the larger chemical compa- 
nies in Europe, and the 
share price has been panned 
because of it" 
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NOKIA 

(Public limited Eab&ty company incorporated in the Repute of Finland) 


NOTICE OF ANNUAL GENERAL MEETING 

Notice is hereby given to the shareholders of Nokia Corporation 
(the “Company") of the Annual General Meeting (“AGM”) to be held 
on Tuesday. 24th March, 1998 at 3.00 p.m. at The Helsinki Fair Centre, 
Congress Wing. Congress Hall Cl. Rautatielaisenkatu 3, Helsinki. Finland. 


Vi 


Agenda 

1. The matters specified in Article 12 o( the 
Articles of Association: 

a) review of the annual accounts, 
comprising the Profit and Loss Account, 
the Balance Sheet, the Annual Report of 
the Board of Directors and the 
Consolidated Accounts; 
bj review of the Auditors' Report 

c) approval of the Profit and Loss 
Account, the Balance Sheet, the Group 
Profit and Loss Account and the Group 
Balance Sheer 

d) decision on any measures to which 
the profit or loss shown in the approved 
Balance Sheet or Group Balance Sheet 
may give rise: 

e) decision on discharging the members 
of the Board of Directors and the President 
from liability; 

f) decision on the number of members 
to serve on the Board of Directors: 

g) decision on the remuneration to be 
paid to die members of the Board of 
Directors and to the auditors; 

h) appointment of members of the Board 
of Directors; and 

i) appointment ot the auditors and the 
deputy auditors. 

2. A proposal by the Board of Directors to 
amend Articles 2. 4. 6 and i2 of the 
Articles of Association essentially to the 
effect that: 

a) the nominal value of shares be split in 
half from 5 Finnish markkas to 2,50 
Finnish markkas and a change of the 
minimum and maximum capital a3 a 
consequence of the spirt; 

b) the provision on the right of the 
Company to redeem its own shares be 
deleted pursuant to a change of law; 

c) the term of the Board members be 
shortened to one year 

d) the provision concerning the 
Executive Committee be deleted: 

e) the Chairman of the Board of 
Directors be authorised to sign for the 
Company alone. 

3. A proposal by the Board of Directors to 
increase the capital of Nokia Corporation 
Foundation by FMIO million to be used 
for the purpose of the Foundation to 
support the scientific development of the 
data and telecommunications technology 
and to promote the instruction in this field 
in Finland. 

The Accounts and Annual Report 

The accounts for the 1997 financial year and 
details of the proposals mentioned in 
paragraphs 2 and 3 above Will be on display 
from 16th March. 1996 at the Head Office of 


the Company at Nokia House. Keilalahdenbe 
4, Espoo. Finland, and the offices ot Enskikfa. 
Skandinaviska Ena ki Ida Banker at 2 Cannon 
Street London EC-iM 6XX. Copies of the 
documents and the full annual report in 
Finnish. Swedish and English wfll be available 
at the Head Office ot the Company and ««B be 
sent to Shareholders upon request to the 
Registrar. Such copies wiR also be available 
on request from EnskikJa from 16th March. 
1993. The annual report is also available at the 
internet page of Nokia (http://vww.nokia.com) 
tram said data. 

Right to Vote 

Shareholders who are registered jn the register 
of the Shareholders held by Finnish Central 
Securities Depositary Ltd not later than 18th 
March 1993, and who wish to exercise their 
voting rights at the AGM must give notice to 
the Company of their intention to attend not 
later than 20th March, 1998 at 4.00 p.m. Notice 
may be given to the Shareholders' Registrar by 
telephone during office hours 1358) 9 1807 390, 
or in witting to the Shareholders' Registrar. 
Nokia Corporation. P.0. Box 226. FIN-00045. 
Espoo, Finland. Written notice should arnve 
not later than 20th March. 1998. 

Payment of Dividend 
The record date for the dividend for 1997 is 
27th March, 1998. The Board will propose to 
the AGM a dividend of FM7.50 and that the 
dividend be paid after the expiry of the 
settlement period on or about 3rd ApnL 1998. 

Composition of the Board of Directors 
Notwithstanding their remaining term the 
present members of the Board of Directors 
have announced that they will leave their 
posts to be filled at the AGM on 24th March 
1998 if the proposal to shorten the term of the 
Board members to one year is approved by 
the AGM. 

Certain shareholders representing more than 
20 per cent ot votes have informed the 
Company that they will propose that the 
number of members to serve on the Board of 
Directors be nine and that Ms Pirkko Alitaio. 
Dr Edward Anderesan, Mr Gasimtr Ehmrooth, 
Mr Jouko K. Leskinen. Mr Jorma CHIHa. Mr 
Vesa Vamio and Mr iiro Vinanen be reelected 
to the Board and Mr Paul J. Collins and Drs 
Robert F. W. van Oordt be elected as new 
members until the closing of the following 
AGM. Mr Collins is a Vice C hairman and 
Director of Citicorp and Citibank N A. and Dra 
van Oordi is Chairman of the Supervisory 
Board of NKF Holding N.V. 

Espoo. 12th February 1998. 

Board of Directors of Nokia Corpor a t i on 
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Petron postpones plans to 
construct $2bn oil refinery 


By Justin Marozzi in Manila 

Petron. the Philippines’ 
largest petrol group, is hold- 
ing off plans to construct a 
$Zbn oil refinery because of 
the currency crisis. 

Monico Jacob, chairman, 
said the decision to go ahead 
with a new refinery was 
taken in the first half of last 
year, before the peso was 
rocked by the regional cur- 
rency crisis. It was then 
trading at about 26.4 pesos to 
the dollar, but has since 
fallen to a low of 46.55. In the 
past few days, it has hovered 
at 39-40 pesos to the dollar. 

“What is important to us 
is the stability of the peso." 
Mr Jacob said. “The moment 
the peso stabilises, and we 
feel it will be stable, we will 
continue with our plans.** 

The new refinery, a cen- 
tral plank of the group’s 


strategy to defend its leading 
market share of 42.6 per 
cent, was dne to begin 
operations In 2000. It is 
expected to have a capacity 
of 200.000 barrels a day, com- 
pared with the group’s exist- 
ing refining capacity of 
165.000 bpd. 

Mr Jacob said the pro- 
longed uncertainty over 
deregulation of the oil indus- 
try had also contributed to 
doubt over the new refinery. 
Last November the Supreme 
Court threw out the existing 
deregulation law as uncon- 
stitutional ' 

Earlier this month, how- 
ever. following threats from 
new entrants such as Total 
of France that companies 
would leave the Philippines 
unless there was a decisive 
ruling on the issue, Congress 
passed a new deregulation 
law. 


Louie Hilado, analyst at 
ING Barings; said the longer- 
term outlook for Petron was 
positive given the group's 
strong market position. 

“Assuming we go to full 
deregulation after the five- 
month transition period, 
existing players like Petron 
will probably be in good 
shape. Competition is 
unlikely to impact fhlly 
within the next three years. 
Significant new investments 
still have to come in, and 
some of the new players 
remain a little Jittery,'* he 
said. ... 

With the combination of a 
currency crisis and legisla- 
tive s talling on deregulation, 
Petron, which is 40 per cent 
owned by the state and 40 
per cent by Saudi Aramco. 
has suffered more t han most 
local groups from the 
regional turbulence. 


INTERNATIONAL NEWS DIGEST 


Scania edges up 
to 



gremia , the Swedish truck man ufacturer, has reported flat 
fan -year pro fi ts after, enduring intense price competition 
In Europe and rising production costs associate d wi th its 

latest model. In spite of increased volumes and strong 
order bookings. Scania saw pre-tax profits rise only mar- 
ginally from SKr&7lbn to SKr2.75ba (6340m) on improved 
bi| « last year of SKz39.7bh, up from SKr33-7hn- Operating 
income fell frpm.SKz3.06tm to SKi3.05tra alter increased 
warranty amt distributions costs on its new four-series 
truck, whichadded SKKWOmfo group operating expenses 
tajf Ostling. siffrate ril pp f executive, said Scania was in 
discussions with K* 9 , its South Korean distribution part- 
ner, about future marketing arrangements in Asia, but he 
played down recent speculation that it was considering 
jnqiii rip g the Korean group's Asian Motors business. 

me operating mar gin for the year feU from 9-1 to 7.7 per 
cent. RHTning K per share were unchanged at SKr9.90 and a 
maintained dividend erf SKrfLSO is proposed. 

Tim Burt, Stockholm 

■ INSURANCE- 


Skandia shares dip despite advance 

Shares in Skandia fen 3J1 per cent on Friday after Swe- 
den's largest insurer said growth in its unit-linked assur- 
ance b usiness h«d slowed during the fourth quarter. 
Announcing more than rin-nh ted fhfl-year profits, Ska n dia 
sa id growth of its unit-linked funds slowed in the fourth 
quarter because of stock market turbulence. Written pre- 
miums remained however. 

Growth in Skandia ‘s unit-linked fimds supped to 7 per 
cent in the final quarter, compared with a fuD-year rate of 
56 pear cent The shares, which. have more than doubled in 
value in the past year, fell SKrl7 to SKr432. Pre-tax profits 
for the full year jumped from SKr2-4hn toSKrSbn (1742m), 
lifting earnings per share from SKrH to SKr33. Lam-Eric 
Petersson, chief executive, said all Skandla’s core busi- 
nesses improved earnings. Greg ATefoor, Stockholm 

SPAIN ... 


Bid gives Itoost to banks 5 shares 

Strong investor support for Banco Santander's surprise 
PtaKWbn t$4.lbn) bid for outright control of its subsidiary 
Banco Espafiol de Gcidita (Banesto) drove the share price 
of both institutions to unprecedented highs on Friday. 

Santander shares rose 9.8 per cent to close at Pta6,940, 
against a general index rise ofX4&per emit. Shares in 
Banesto. which w£Q be exchanged on the basis of 3^ for 1 
new Santander share in next month’s public offerf or Ban- 
esto, rose 23.7 per cent to close at Pta2,14D. 

• Merrill Lynch, the US bank, has been appointed global 
coordinator for the privatisation of Tabacalera. together 
with the domestic banks Aigentaria, Banco Bilbao Viz- 
caya and Banco Central tBspcmo. The sale of the govern- 
ment's 52 per cent stake in the dominant tobacco group, is 
expected to raise Pta254hn (JLffibrp and Is provisionally 
scheduled for late ApriL - Tom Bums, Madrid 

POLISH TELECOMS SELL-OFF 


CSFB drops protest over mandate 

A consortium led by Credit Suisse First Boston, which 
includes Deutsche Morgan feenffell and Poland's PKO BP 
savings hank.hasdecid^iio^to pursimiteprotest 
against a controversial Polish government decision to 
grant the advisory mandate for a public offer of 20 per 
cent of Tetekomnmkaq)a PdskaTSA, the state-owned tele- 
coms o perat or to Shraders. 

The CSFB group was shortlisted for the sale, which 
could be worth as much as $2bn. It saw its protest 
rejected by the government last week. Later the group, 
which could have chosen lo go to arbitration, said: “We 
have decided that the matter is closed”. The government 
has said it rejected the offer because CSFB and its part- 
ners foiled to fulfil the formal terms of the tender. 

Christopher Bobmski, Warsaw 

UK INSURANCE 


GRE plans share buy-back 

Guardian Royal Exchange, the UK composite insurance 
group, is set to return surplus capital to investors with a 
share buy-back scheme that could be announced with frill- 
year results this week. Many UK institutional investors 
have urged insurers not to use their bulging resources to 
increase competition by cutting prices to achieve more 
business. Gumdian, which together with Commercial 
Union begins the composite Insurers’ reporting season on 
Wednesday, may opt to buy back up to 5 per cent of its 
Issued.sbare capital, as Royal & Sun Alliance did last 
year- Christopher Adams 


Disney to face 
pressure at AGM 


By Christopher Parkes 
in Los Angeles 

Walt Disney's determination 
to resist pressure for a 
boardroom shake-up will be 
tested for the second year in 
succession at the entertain- 
ment group’s annual meet- 
ing on Tuesday in Kansas 
City. Missouri. 

A resolution from the Col- 
lege Retirement Equities 
Fund, the biggest US pen- 
sion fund, calling for 
changes to ensure a majority 
of independent directors, is 
expected to win support 
from other large investors. 

The company's army of 
small shareholders typically 
votes its vociferous majority 

almost unanimously on the 
side of Michael Eisner, the 
chief executive credited with 
guiding Disney through 13 
years of success. 

However, the measure of 
dissent recorded by institu- 
tional stakeholders will be 
closely watched on Wall 
Street and by other compa- 
nies under pressure to 
install more active boards. 

Proxy Monitor, which pro- 
vides pension funds and 
investment managers with 
voting advice, has prepared 
an analysis supporting the 
case presented by the CREF 
for reconfiguring the board. 

“There is no evidence that 
the Disney board is anything 
but a rubber stamp for its 
chief executive.' - the report 
says. Its members had “abdi- 
cated all responsibility” for 

i 


succession to the chief exec- 
utive’s post to Mr Eisner 
himself. “And the results 
thus far have been less than 
propitious. ” 

Mr Eisner rejected Jeffre y 
Katzenberg. who resigned to 
help set up DreamWorks, 
and settled on Michael Ovitz. 
“This proved equally unfor- 
tunate for Disney sharehold- 
ers, who paid Mr Ovitz one 
of the largest severance 
packages in corporate his- 
tory so he would go away." 

Proxy Monitor also sup- 
ports GREF’S definition of an 
independent director - “one 
who has no present or for- 
mer employment by the 
company or any significant 
financial or personal ties to 
the company or its manage- 
ment” - which has been 
rejected by Disney as “too 
restrictive”. 

Applying the pension 
fund's definition, the report 
suggests Disney fails to meet 
its own guideline that 60 per 
cent of its board should be 
independent. 

It questions the status of 
seven members of the 16-per- 
son board; Mr Eisner's per- 
sonal attorney, an architect 
who has worked for the com- 
pany and also designed Mr 
Eisner's home, two former 
Disney executives, a fanner 
US senator who is also a 
paid consultant, the presi- 
dent of a university to which 
Mr Eisner is said to have 
donated funds, and the head 
of a school once attended by 
the Eisner children. 
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COMPANIES AND FINANCE 

New York judge to rule on 
Andersen internecine strife 


By Jim Kelly, - 

Accountancy Correspondent 

Lawyers for Andersen Consulting have 
told s New York federal judge that it is 
the victim of “naked hardball" tabtics 
in its bitter public dispute with its sis- 
ter firm, accountants Arthur Andersen, 
which are designed to forte it to sue for 
peace rather than have. its case heard 
by international arbitration. 

Judge John Koeltl is expected to rule 
within a week on whether to grant 
Andersen Consulting an injunction 
against a resolution passed by the 
board of Andersen Worldwide - the 
organisation’s umbrella body con- 
trolled by Arthur Andersen. 

Barry Ostrager; attorney. for Ander- 
sen Consulting, said the resolution was 
a “lawless exercise" - designed to 
“hijack" the organisation and effec- 
tively to prejudge the decision of the 
court of arbitration at the inte rnational 
Chambers of Commerce in Paris. 

The two firms, separate businesses 
under the •- Andersen Worldwide 
umbrella, are locked in a dispute over 
competition in management consult- 
ing. governance and crosssubsidies. 

Mr Ostrager quoted a memo in which 


Jim Wadia, head of Arthur Andersen, 
-warned that as a result of the resolu- 
tion, Andersen Worldwide could termi- 
nate all its relationships with the con- 
■ suiting business. 

While' Andersen Consulting is seek- 
ing to dissolve the 'relationship, it is 
understood that it was; effectively 
thrown out. by Andersen Worldwide. It 
fears it would be on terms that could 
include large financial penalties and 
continued payments of income subsidy 
to Arthur Andersen. • 

However, attorneys for both Arthur 
Andersen and Andersen Worldwide 
insisted they had not threatened to end 
the relationship with Andersen Con- 
sulting. 

Sheldon Saab, for Andersen World- 
wide, said the board's recommendation 
would function only as a “recommen- 
dation'' to Mr Bob Grafton - Andersen 
Worldwide’s managing partner - who 
had opposed the resolution. Andersen 
Worldwide said it wanted the dispute 
resolved through arbitration. “In short, 
Andersen Worldwide wiD function just 
as if the resolution had not been 
Passed,” Mr Raab said 
For Arthur Andersen. James Quinn 
said - there was nothing nefarious about 


the Wadia memo, which had been 
intended to point out what the board 
bad done and its implications. “It was 
meant to be informational," be said. 

Andersen Worldwide and Arthur 
Andersen said complaints from the 
consulting business that its future 
would be jeopardy if it were kicked out 
of the organisation were difficult to 
believe, as it was itself seeking a disso- 
lution of its ties with Andersen World- 
wide from the international court of 
arbitration. 

Andersen Consulting said Us busi- 
ness would be in danger because it 
would be deprived of Andersen World- 
wide’s global infrastructure - includ- 
ing some computer systems, tax struc- 
ture, operations handling procurement 
and employee matters. Mr Ostrager 
claimed this was an unfair way of forc- 
ing Andersen Consulting to go along 
with Andersen Worldwide’s terms for 
an agreement 

Mr Quinn said Andersen Consult- 
ing's fears were “a little bit absurd" 
after its own decision to go to arbi- 
tration. Mr Raab said they had been 
seeking a divorce all along. “They can 
hardly claim now to be terrified by that 
prospect" 


Failed merger clears way for 
Price Waterhouse, Coopers 


P rice Waterhouse and 
Coopers & Lybrand ' 
have won regulatory 
clearance for their planned 
global merger from competi- 
tion authorities in South 
Africa. New Zealand and 
Poland - the .first dear sig- 
nals that concerns over, con- 
solidation may .be lifting 
after the collapse of the rival 
merger planned by KPMG 
and Ernst & Young. 

Regulators in the ' Euro- 
pean Union and the US have 
begun investigations Into 
the mergers and KPMG and 
E&Y claimed they had' to 
abandon their deal in the 
face of growing, scrutiny 
from Washington and Brus- 
sels - but' also increasing 
interest in Canada, Austra- 
lia, Switzerland and Japan. 

While investigations into 
the PW and Coopers' merger 
are to[ continue, there have 
also been;’ signals, that the 
serious cbhternk expressed 
by Karel Van . Miert, the _ 
European Commission’s 
competition commissioner, 
may have been significantly . 
reduced after the collapse of. 
the KPMG-E&Y deal : ; .’ 
The commission's merger 
task-force was last week 
questioning professional 
bodies in Brussels about the 
possibility that the mergers , 
would lead to the Big Six 
firms effectively, controlling 
the current patchwork of 
self-regulation which covers: 
auditing in Europe. 

Observers reported that 
while the commission's offi- 
cials are still investigating 
the issue of “regulatory cap- 
ture" they have been reas- 
sured by most of the regula- 
tory authorities that there is 



' ' ' ’ ' Brandon Con 

Colin Shaman, KPMG chairman: rapid change now possible 


zwrgnch risk- - aithou^i they 
are dancern^d' at .the’ lack 'of 
co-operation from, some 
national professional bodies. 

KPMG, meanwhile, is pre- 
paring to relaunch its busi- 
nesses after the collapse of 
the E&Y merger. It plans to 
build a new international 
management structure 
alongside a global funding 
vehicle and raise up to 
$200m in debt finance. 
...Colin Shaman, chairman,, 
said rapid change was . now 
possible with the impetus 
from the merger talks: “You 
need a catalyst- Otherwise 
this would have taken us a 
long time." 

The merger was designed 
to create a huge global 
player in the professional 
services sector. Mr Shannan 
said it was now possible for 


KPMG to achieve, its goals 
outside a ‘combination with 
another Big Six firm. 

He said he hoped the new 
structure would be ratified 
by KPMG’s global board in 
May and implementation 
would start in June - 
although he admitted there 
was some resistance within 
EPMG’s current structure of 
s trang- national firms. 

A new management 
structure wa s p ro- 
posed to weld KPMG 
together on a global basis. A 
chief executive would be 
appointed for the global 
business with six senior 
executive partners. Mr Sbar- 
man would remain chair- 
man. Regional executive 
partners would have a big- 
ger role. 


Other Big Six firms have 
always portrayed KPMG as 
one of the least integrated in 
the sector, characterising it 
as a loosely linked federa- 
tion. Mr Shannan said he 
was determined to use the 
merger failure to bring 
change to KPMG. 

A global funding vehicle 
would concentrate owner- 
ship of intellectual capital - 
such as the brand name, 
data bases, and methodolo- 
gies. Partners around the 
world would cede control of 
the capital to toe vehicle in 
return for equity. The 
vehicle would hold a "golden 
share" in each national firm. 

KPMG was now confident 
it would be able to raise debt 
finance to replace the invest- 
ment pool which would have 
been created by toe merger. 
This would back develop- 
. ment of practices in areas 
such , as eastern Europe and 
new Inf ormation- technology 
systems for the global organ- 
isation. “We are quite confi- 
dent we can get there by 
another route." 

One big driver behind the 
merger was the need to pro- 
tect KPMG’s US practice - 
the smallest, in the Big Six - 
against toe proposed merger 
of Price Waterhouse and 
Coopers & Lybrand. Mr 
Shannan said the US prac- 
tice would be able to thrive 
without the merger thanks 
to strong organic growth. 

He forecast outstanding 
revenue increases - of 50 per 
cent for consulting services, 
for example. “1 am confident 
we can get to number three 
quickly." he said. 


Jim Kelly 


CLT-UFA sells TPS stake 


By Nefl Buckley m Brussels 

CLT-UFA, Europe’s biggest 
television and radio broad- 
caster, is selling its 20 per 
cent direct stake in TPS, the 
test-growing French satellite 
‘TV service, to two other 
French co-shareholders in 
toe venture, Suez Ly o n nai.s e 
des Eatzx and M6. 

Suez Lyonnaise, toe utility 
group formed by last year’s 
merger of Compagnie Suez 
and Lyonnaise des Eaux, is 
acquiring 16 per cent find 
M6, the commercial TV 
group, 5 per cent, increasing 
the share Df each in TPS to 
25 per cent . 

Growth at TPS has out- 
stripped expectations, reach- 
ing 360,000 subscribers by 
the end of 1997. when it was 


valued at FFr3.6hn ($589m) - 
or FFr10,000 per subscriber. 
The Luxembourg-based CLT- . 
UFA’S proceeds from the 
sale, FFr3 95m, take into 
account debt financing and 
the discount on toe sale of a 
minority stake. 

The disposal leaves CLT- 
UFA’s - developing digital 
pay-TV interests focused 
more clearly on the German 
market, where it plans to 
develop the Premiere joint 
venture with the Kirch 
group - . The Luxembourg 
broadcaster has interests to 
21 other TV stations, the 
majority of them free-to-air, 
and 22 radio stations, in nine 
European .countries. . . - 

Analysts had been sur- 
prised that no announce- 
ment on selling the TPS 


stake was made after a CLT- 
UFA board meeting last 
Thursday, in spite of wide- 
spread speculation about 
such an announcement. 

Executives said after the 
meeting that CLT-UFA had 
bed talks with several par- 
ties over selling the stake. 
One option, a sale to Canal- 
Satellite, the rival French 
digital satellite group, had 
not been possible because of 
lack of agreement by TPS’s 
other shareholders, 

European Union competi- 
tion authorities had also 
expressed concern over a 
possible link-up or France's 
competing digital services. 
Brussels is already probing 
the competition implications 
of CLT-UFA’s Premiere ven- 
ture with Kirch. 


Gulf Canada in disposals 


By Scott Morrison 
in Toronto 


ida Resources is to 

K assets and spin 
if its western Cana- 
ral gas pipelines in 
pt to raise , about 
lS$599m) as part of 
ry to lower its 
if long-term debt, 
any also said 1997 
■ose sharply, 
umotmcement fol- 
appointment two 
i as chief executive 
Gulf veteran Dick 
:k, who identified 
ction as his prior- 
forme' chief exec- 
. Bryan, the. com- 
fued C$l -Sbn *in 
debt, last year, and 
lbn on exploration 
velopment and 


C$1.9bn on acquisitions, 
including Clyde Petroleum, 
the UK group, and Canada’s 
Stampeder Exploration. 

The company said it would 
sell four non-operating oil 
fields in the UK’s North Sea 
that are budgeted to produce 
19.000 b/d in 1998, as well as 
twp other projects under 
development and exploration 
licences totalling ' 500,000 
acres. Gulfs Netherlands 
h olding s will not be part of 
the transactions. 

In Canada, Gulf plans to 
create an infrastructure 
trust that will sell a portion 
of its natural gas transmis- 
sion and processing facilities 
and monetise • third -party 
processing revenues. The 
company said it would also 
sell C$1 50m of non-producing 
assets in the US and Canada, 


but added that it would pro- 
ceed with plans for nearly 
C$lbn of capital expendi- 
tures to 1998. 

The company said It aimed 
to reduce debt to about 2.5 
times cash-flow within the 
next 12 months. Gulfs debt 
is currently equal to 4.4. 
times cash-flow. Analysts, 
.who were growing con- 
cerned about Gulfs debt 
load, applauded the compa- 
ny's initiative. Mr Anchin- 
leck said the repayment pro- 
gramme would help his 
company achieve an invest- 
ment grade credit rating. 

Meanwhile, Gulf Canada 
' said its initial public offering 
of Gulf Indonesia last year 
enabled it to post 1997 earn- 
ings of C8204m, or t2 cents a 
share, up from C$37m, or 3 
cents, in 1996. 


N Zealand 
newspaper 
group up 

By Terry Hall in Wellington 

Robust circulation gains in 
New Zealand helped offset 
snbdned advertising for 
Independent Newspapers 
Ltd, which achieved a 10 per 
emit rise in net profits to 
NZS28.8in (US$16. 6m) in toe 
six months to December 31. 

INL owns The Dominion 
in Wellington, tbe first 
newspaper outside Australia 
to be targeted by Rupert 
Murdoch in 1965. 

News Corporation now 
controls 51 pm- cent of INL, 
which owns newspapers in 
Australia and the US and 
recently acquired 40 per 
cent of New Zealand-based 
pay-tv company Sky TV. 

Sir Colin Maiden, chair- 
man, said directors expect 
similar trading in the sec- 
ond half while tbe outlook 
for the New Zealand econ- 
omy remained uncertain. 
The group's New Zealand 
newspapers lifted revenue 
from NZ$47.04m to 
NZ$52.16m. in spite of a 5 
per. cent fall in advertising 
volumes. 

Australasian newspaper, 
magazine and book distribu- 
tor Gordon and Gotch - 
which has been a heavy 
drain on earnings - bene- 
fited from the latest 
restructuring, lifting profits 
by 19 pm* cent and doubled 
total earnings to NZSSm. 

US newspapers recovered 
from a loss of NZ$l.09m to a 
profit of NZS1.07 dl The New 
Zealand magazine group 
achieved substantial rises in 
circulation. An unchanged 
interim dividend of 11 cents 
a share will be paid- 



SMH Swiss Corporation 

for Microelectronics and Watchmaking 

industries Ltd, Biel 

Repurchase of own shares 

for the curt-cse of 2 

capital reduction 


SMH Swiss Corporation for Microelectronics and Watchmaking Industries Ltd, Biel (here- 
inafter SMH), is launching a share repurchase programme and plans, m a first tranche, to 
repurchase its cwn shares up to ten percent of the share capital (equivalent to approxi- 
mately CHF 600 million at the current market capitalisation). This decision was taken at a 
meeting of the Board of Directors on 1 3 February 1998. A conesponding capital reduction 
to the amount of the repurchase will be submitted to the General Meeting of Shareholders 
of 24 June 1558 for approval. The share repurchase programme underlines SMH's deter- 
mination to continually and actively manage its capital base. The proposed share repur- 
chase programme will include both bearer shares with a nominal value of CHF 50 each and 
registered snares with a nominal value of CHF 10 each, each in equal numbers and thus 
in proportion to the* respective nominal -values. 


Second line of trading on the Swiss Stock Exchange 

As part of the share repurchase programme announced by SMH, a second line of trading 
in SMH bearer and registered shares will be opened up on the Swiss Stock Exchange. Only 
SMH may purchase shares in this second line (via the bank mandated to execute the share 
repurchase), thus acquiring its own shares for the purpose of the subsequent capital reduc- 
tion. Ordinary trading in SMH bearer and registered shares under securities numbers 
080 045 and 080 044 respectively will not be affected by this second line of trading and 
will continue as normal. SMH shareholders wishing to sell shares thus have two choices, 
either to sell SMH bearer and registered shares in normal trading, or to make the shares 
available to SMH in the second line of trading for the purpose of the subsequent capital 
reduction. SMH is not obliged to buy every one of its own shares offered in the second line 
of trading, but will assess market conditions before making such purchases. 

Sales of shares in the second line will attract Swiss federal withholding tax at a rate of 35% 
of the difference between the lepurchase price of the SMH bearer and/or registered 
shares and their nominal value. This will be deducted from the repurchase price (= net 
price). 


Repurchase price The repurchase price, or price of SMH bearer and/or registered shares traded in the sec- 
ond line, will be based on the price of SMH bearer and/or registered shares traded in the 
principal tine of trading. 

Payment of net price Conditions of trade in the second line are the same as for normal stock exchange trading, 
and delivery of securities Payment of the net price (repurchase price minus withholding tax on the difference 
between the repurchase price of the shares and their nominal value) and delivery of the 
SMH bearer and/or registered shares thus occurs, as is customary, on the third trading day 
after the transaction. 

Mandated bank SMH has mandated Credit Suisse First Boston, Zurich, to execute the share repurchase. 

Credit Suisse First Boston wilt be the sole stock exchange member offering bid prices on 
behalf of SMH in the second line of trading. 

Sale in the second line Shareholders wishing to sell should refer to their bank or to the bank mandated with the 
transaction, namely Credit Suisse First Boston, Zurich. 

Quotation Bearer and registered shares of SMH will be quoted for the second line of trading from 
23 February 1998 in the main sector of the Swiss Stock Exchange. 

Statutory stock In accordance with the Swiss Stock Exchange ruling in this respect, all second line trading 
market obligation without exception is to be carried out on the stock exchange; over-the-counter trading is 
not permitted. 

Tax. As far as federal withholding tax and direct tax are concerned, the repurchase of own 
shares for the purpose of a capital reduction is treated as a partial liquidation of the com- 
pany making the repurchase. The implications of this for shareholders selling their shares 
are detailed below. 

1. Withholding tax 

Swiss federal 'withholding tax amounts to 35% of the difference between the repurchase 
price of the shares and their nominal value. The company making the repurchase, or the 
bank it has mandated, will deduct tax from the repurchase price for payment to the Fed- 
eral Tax Administration. 

Shareholders domiciled in Switzerland are entitled to reimbursement of the withholding 
tax if they are beneficial owners of the shares at the time they are surrendered (Art. 21 , 
para, la of the Withholding Tax Law). Shareholders domiciled outside Switzerland may 
daim back the tax in accordance with any applicable double taxation agreements. 

2. Stamp duty 

The repurchase of own shares for the purpose of a capital reduction does not attract 
stamp duty (however, the stock exchange fee and Federal Banking Commission duty of 
0.01 % will apply). 

3. Direct tax 

The following applies to the levying of direct federal tax. Cantonal and munidpal taxation 
procedures are. as a rule, the same as for federal tax. 

a) Shares held as private assets 

For shares repurchased by the company, the difference between the repurchase price 
and the nominal value of the shares constitutes taxable income (nominal value princi- 
ple). 

b) Shares held as corporate assets 

For shares repurchased by the company, the difference between the repurchase price 
and the bock value of the shares constitutes taxable profit. 

This notice constitutes neither a quotation notice as defined by the Swiss Stock Exchange's 
quotation regulations, nor an issue prospectus as defined in Art. 652a and 1156 of the 
Swiss Code of Obligations. 


Zurich, 23 February 1998 The bank mandated to execute the transaction: 

Credit Suisse First Boston 


SMH bearer ;harts Mfh 5 rx.r7.ra] value ci CHF 50 each Securities no. 080 045 15IN- CH 000 080 045 5 

SMH fearer share with a nominal value 01 CHF 50 each SKunte no. B53 647 ISIN: CH 000 853 647 3 

(share repurchase, second 'inel 

SMH /egisieied shares with 3 nominal value c-f CHF 50 each Securitas no. 030 044 ISIN: CH COO 080 044 S 

SMH registered shares with a nonwaJ value of CHF 10 each Securities no. S53 646 ISIN: CH 000 853 646 5 

(share leptn chase, second vte) 
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Global Investor / Philip Coggan 

On the way towards a real fall 

Is the world on the verge or nomics at ABN Amro, points the first, investors were slow Deficit finance has both European governments : 
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Is the world on the verge of 
a shift to a new era of lower 
real bond yields? it might be 
one of the best hopes for 
those who believe the equity 
bull market has a lot further 
to run. 

Nominal bond yields have 
fallen about as far as they 
can to reflect the new low 
inflation era. Given the mod- 
est upward bias to inflation 
indices, one needs a fall in 
real yields to get the US 
Treasury 30 year bond 
below, say, 5 per cent. 

With ear nings growth set 
to fall in the face of the 
Asian crisis, it may need a 
valuation lift from bonds if 
stocks are to make further 
progress. 

In a recent apologia for his 
bearish stance on UK equi- 
ties in 1997, Mark Brown, 
head of strategy and eco- 


nomics at ABN Amro, points 
out that much of his error 
was explicable by a shift tn 
real bond yields. His earn- 
ings and dividend forecasts 
erred on the side of opti- 
mism: it was the sharp fall 
In gilt yields, partly because 
of a reduction in inflation 
expectations (thanks to 
Bank of England indepen- 
dence) and partly due to 
lower real yields that ruined 
his prediction. 

Brown says there have 
been five eras of real long 
US bond yields since 1821. 
Between 1821 and 1876. real 
yields averaged 5.3 per cent; 
from 1877-1931, the average 
was 3-5 per cent 1932-68 saw 
a mean of 2.5 per cent; 
1969-81 saw 1 per cent and 
1982-1997 -1.5 per cent 

Most attention has focused 
on the last two periods. In 
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HSBC’s 
provisions 
figure will 
be watched 

TODAY: HSBC's share price 
has been buffeted by the 
effects of the crisis in Asia, 
but full-year results will give 
the first clues to the impact 
on the banking group's busi- 
ness. Investors will be 
watching its provisions 
charge closely, with the 
expectation of a large 
increase in Asian general 
provisions. 

But the Asian crisis has 
also produced better Interest 
spreads in some markets - 
with the notable exception of 
Hong Kong. A consensus 
from EBES. the estimates ser- 
vice, shows analysts expect a 
pre-tax figure of about £5bn 


l$8.35bn\ up from £45bn. 

• Akzo Nobel, the Dutch 
chemicals group, will report 
full-year net profits of 
FI 1.6bn-Fl 1.66bn ($790m- 
$820m> up horn FI 1.32bn in 
1996, according to analysts. 
Earnings per share are seen 
rising to FI 22.80-F1 23.24 
(FI 1S.54). 

In October, Akzo Nobel 
reported profit for the nine 
months to September of 
FI 1.25bn. up Cram FI i.03bn 
and said the full-year figure 
would be 17-20 per cent 
higher than in 1996. Analysts 
now expect a rise of 21-25 per 
cent. Fourth-quarter growth 
will be driven by volume 
increase in the coatings and 
pharmaceuticals divisions 
and improved margins in the 
coatings and chemicals divi- 
sions. 

Economic turmoil in 
south-east Asia will have 
only a limited impact, as 
Akzo Nobel's sales in that 


the first, investors were slow 
to adjust to higber-than-ex- 
pected real inflation; nomi- 
nal yields rose sharply, but 
not fast enough to compen- 
sate. In the second, the con- 
ventional explanation is that 
investors were “once bitten, 
twice shy" and were 
demanding higher real 
yields to compensate for the 
risk that inflation-prone gov- 
ernments would make the 
same mistake again. 

But real yields are. of 
course, set at a level which 
equates savings with invest- 
ment. A G10 study found 
that the main reason for the 
rise in real rates in the 1980s 
was a decline in the aggre- 
gate national savings rate; 
this in turn was largely due 
to the decline in public sav- 
ing. in other words, the rise 
in budget deficits. 


region amount to less than 5 
per cent of total sales. 

The company may have 
some news about the place- 
ment of its industrial fibres 
activities into a joint ven- 
ture with Sabanci Holding of 
Turkey, for which a letter of 
intent was signed last 
autumn with a definitive 
agreement expected this 
spring. AFX. Amsterdam 

TUESDAY; Wal-Mart Stores, 
the US retailer, is expected 
to report earnings per share 
of 56 cents in the fourth 
quarter, up irom 48 cents a 
year earlier, with the 
increase expected to come 
from improved margin con- 
trols and healthy sales, ana- 
lysts said. 

• Analysts also produced 
an average fourth-quarter 
earnings per share estimates 
for fellow retail chain Home 
Depot, of 41 cents. 

AFX ; New York 


Deficit finance has both 
increased the supply of debt 
and created a vicious circle, 
in which governments are 
forced to borrow to meet the 
interest payments on previ- 
ous deficits. 

The edging down of real 
bond yields in the last cou- 
ple of years may thus be due 
to the greater determination 
of governments, in the US 
and Europe at least, to bear 
down on their deficits. 

Over the next few years. 
Bill Martin of UBS reckons 
the success of the US in 
tackling its budget deficit 
will be offset, on a global 
scale, by a deterioration in 
Japan's financial position. 
Much will depend, therefore, 
on European governments' 
ability to control finances 
under the stability pact 

The difficulties faced by 


European governments in 
cutting their deficits 
prompts Martin to reject the 
conventional wisdom that 
higher trend growth means 
higher real bond yields: “In 
today's world of excess gov- 
ernment debt, a higher 
growth trend fosters lower 
budget deficits and less pres- 
sure on global capital mar- 
kets.'’ Bond prices should 
thus be rising, not falling , 
after the publication of 
strong GDP and industrial 
production data. 

This holds out the pros- 
pect of a “golden scenario" 
for financial assets. Higher 
trend growth, by easing gov- 
ernments’ fiscal problems, 
will lower real bond yields 
(giving equities a valuation 
kicker); at the same time, it 
should allow corporate earn- 
ings to grow steadily, giving 
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fundamental support to 
shares. The next era could 
look some thin g like the 
1950s and 1960s (shown in 
the graphs with high growth 
and low real yields. 

However, Brown is less 
sanguine. He says the ratio 
of the cost of capital and -the 
real growth rate of GDP 
should be equal to the ratio 
of profits and investment. 
“When real rates are high 
relative to the growth rate. 
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business is forced to squeeze 
a higher level of profits from 
a given level of investment; 
or conversely investment is 
squeezed relative to profits." 

Significantly lower real 
interest rates. Brown argues, 
could thus be accommodated 
only by much weaker profit- 
ability and/or a boom. in. 
investment On that analy- 
sis. lower real bond yields 
might not be good news for 
equities after all The valua- 


tion lift from the bond mar- 
ket would be offset by slower 
earnings growth. 

Going, back to the G10 
study, it concluded that 
savings rates should rise 
sharply over the next 10-20 
years, as the baby boomers 
prepare for retirement, and 
then Jail again, as they live 
off their pensions. So there 
is a good chan ce that the 
next decade or so could see a 
fan in real yields. 
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THURSDAY; ABB, the 
Swiss-Swedish engineering 
group, is expected to report 
1997 net profit of $209m- 
§267 m compared with 
$1.233bn. Sales are forecast 
at $32.1bn-$32.5bn. down 
from $34.6bn in 1996, accord- 
ing to analysts polled by 
AFX News. 

Roger Birrer, analyst at 


r 


We don’t know why these 
advertisements 


are ca lied tombstones m 


This one clearly shows we’re 

a / 1 v e and fc ic fc£ ra g _ 


HONG KONG SAft 
TOP RATED 

“Excepwnul client 
service t* itt 
bill marl ” 


SINGAPORE 
TOP RATED 

’Hongkong Pin), bis 

enjoyed J gratifying 

W7... U tvtcbU ibe 
burebaway." 


CHINA 

TOP RATED 

“ Hon cIxjtj- B ard, 
coicnoi^ Ip cjp&cr 
(be Lron'nharcof 
ihe market - 


1NDIA 
TOP RATED 

”.. .highly regarded and 
the dominant player, 
A class act— 
operational atenjlZi 
In depth." 


95 -1 


85 : f 1-j- 

,80' -- W 

Sop 1897 98 

8buue: QataamamflCV 

Bank Julius Baer, forecasts 
net profit of S255m and sales 
of $32.15bn. and said the 
sharply reduced net profit 
figure was no shock taking 
into account the impact of 
the fourth quarter restruct- 
uring charge of $850m 
announced in the autumn. 

Without the restructuring 
costs, operating profits 

IWERNATldlUji 


would have been “more or 
less flat". He expects a "sig- 
nificant improvement" for 
1998. AFX, Zurich 

• ABN Amro, the Dutch 
bank, is expected to report a 
rise in frill-year net profits to 
FI 3.78bn-Fl 3.98bn ($1.88bn- 
$1.98bn), from F13.30bn-a 
year earlier. Earnings per 
share are forecast to rise to 
FI 2.58-F1 2.74,' from about 
FI 252 adjusted for its 4-for-l 
shareplit, according to ana- 
lysts. They expect the full- 
year dividend to rise to 
FI 1.24-Fl 1.25 from an 
adjusted FI LQ5. 

Despite persistent 
rumours, analysts are not 
expecting ABN Amro to pur-, 
sue an aggressive takeover 
policy at the moment They 
expect some increased prdvi-. 
sions because, of the Asian 
crisis, but this is likely to be 
offset . by lower second-half, 
bonus payments, allowing 
ABN Amro to maintain earn- 


ings growth at the 20-2 per 
cent seen in the first half. 

The profit contribution 
from the US is expected to 
be good and the bank should 
benefit from the strong dol- 
lar. AFX. Amsterdam 

• Elf Aquitaine, the French 
oil company, is expected to 
report 1997 net profits of 
FFr9.5bn-FFr9.7bn ($1.59bn- 
$1.62bn) up from FFr7-52bn 
in 1996. 

A stronger dollar,' firm' oil 
prims and continued cost- 
cutting by chairman Phil- 
ippe Jaffre will all contribute 
to earnings growth. . . 

Elf s results are heavily 
dependent on external fac- 
tors, notably the level of the 
dollar against the franc and 
the ofl price. Bruno Wey- 
muller, finance director, said 
last year that a $1 move in 
the Brent crude price had a 
FFri.Sbn impact on operat- 
ing profit, with a 50 centime . 
move by the dollar against 


the franc producing a simi- 
lar effect. 

Unit-cost reduction in the 
exploration and production 
division will have an impact 
on earnings, and there will 
be a strong performance 
from the refining and mar- 
keting division. 

The first-half results 
included an exceptional gain 
of FFr342m and it will book 
the sale of its 122 per cent 
stake in Renault in the sec- 
ond half. 

A dividend of about FFr15 
(FFr14) is expected. 

AFX. Paris 

FRIDAY; Getronics, the 
Dutch information technol- 
ogy, company. will report 
full-year net profits for 1997 
of FI 172.9m-F1177.5m, up 
from FI 1315m. according to 
analysts. 

Earnings per share are 
expected to rise from FI 152 
to FI156-FI2.CC. 

AFX Amsterdam 


“I A culture ready to multiply 


At a conference entitled 
“profiting from Emu" last 
week Herbert Allison, Mer- 
rill Lynch's president and 
chief operating officer, pro- 
nounced that Europe "is 
choosing to embrace growth, 
reform and change". 

And the embrace of eco- 
nomic and monetary union 
has the potential for being 
enormously profitable for 
investment banks such as 
Merrill. 

Even after the growth in 
continental Europe's stock 
markets over the past three 
years, Germany’s stock mar- 
ket capitalisation is still 36 
per cent of its gross domestic 
produce, and Italy’s is 10 per 
cent lower. By contrast, the 
US stock market currently 
has the same value as the 
economy. 

As Emu introduces the 
concept of pan-European 
investment, encouraged by 
the removal of currency bar- 
riers and restrictions on 
domestic investment for the 
11 initial members, activity 


in equity capital markets is 
set to thrive. • 

John St John, co-bead of 
equity capital markets at 
Salomon Brothers, said: 
“The harmonisation that 
we've seen in Europe since 
the Call of the Berlin Wall 
will be seen as nothing com- 
pared to what happens in 
the next 20 years. There will 
be greater liquidity in the 
stock markets and greater 
issuance.” . . 

European companies have 
traditionally been far more 
reliant on b ank financing. . 
But. as Mr Allison points 
out, “when an integrated 
European capital market 
becomes a reality, there is 
little to prevent companies 
from disintermediating 
banks and seeking capital 
directly In the securities 
markets'*. 

Equity capital markets 
activity should be driven by 
three key factors. Emu will 
create a more liquid stock 
market, which in turn 
should encourage wider 


share ownership of previ- 
ously domestic stocks. 

Mr Allison quotes a recent 
survey showing “that mare 
Germans believe tn unidenti- 
fied flying objects than in 
the suitability of equities as 
an investment for retire- 
ment". This should also be 
encouraged by the develop- 
ment of private pension 
schemes. 

Further development of an 
equity culture would drive 
valuations, and therefore 
make it more attractive for 
companies to raise capital 
through equity. 

This could also lead to a 
significant increase in flota- 
tions from relatively untap- 
ped parts of the regional' 
economy, such as Germany’s 
Mittelstand or medium-sized 
businesses, many being mul- 
ti-billion-dollar companies. 

Second, the privatisation 
programmes of many Euro- 
pean countries still have a 
considerable way to go. 
Spain is selling tranches of 
Argentaria and Telef6nica 


this year, France Is due to 
sell shares in its national air- 
line, while Italy should move 
on to its motorways and its 
largest electricity company. 

Finally, Emu will spark 
significant regional competi- 
tion in certain industries, 
leading to~ wholesale consoli- 
dation which will drive 
equity issuance. "SBC and 
UBS opened the Pandora’s 
box of bank consolidation, 
and doing nothing is no lon- 
ger an option, ” said one cor- 
porate financier. 

For investment banks hop- 
ing to capitalise on this pro- 
cess. pan-European or global 
distribution will be vital A 
number of smaller banks 
within previously protected 
domestic markets may strug- 
gle to compete. 

Fees have already fallen 
significantly for big-ticket 
deals; but the increase in 
volumes should more than 
make up for it, and make 
Emu a remunerative concept 
for' the global investment 
bank. 
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MARKETS: This Week 






FRANKFURT By Graham Bowley 


TOKYO By GiHIan Jett 


The rest of the world may ' % 
worry about Asia’s economic 

crisis, the outcome of the 

weekend’s G7 meeting »ntf 
the looming possibility of ' 
armed intervention in Iraq, ' 
but they see things 
differently in New York. 

Last week, the Dow Jones 
Industrial Average 
continued Its surge to close 
on Friday at 8.41&94, just 
below Wednesday’s record. 

As if to under line the 

market's insouciance, the 
New York Stock Exchange's 
opening bell will be rung 
this m riming fey Richard 
Parsons, president of Time 
Warner, and Heidi Klum. a 
model, “to celebrate the 
global success of Sports 
niustrated's swimsuit issue". 

If traders can bring 
. themselves to consider more 
serious matters, one of the 
highlights of this week will 
he congressional testimony . • 
on Tuesday and Wednesday 
by Federal Reserve . 
chairman Alan Greenspan. 

But he is unlikely to 
dampen the enthusiasm. 
Economists expect him to 
indicate that Asia's crisis - 
will help ease US 
inflationary pressures, 
making a near-term increase 
in interest rates 
unnecessary. On the other 
hand, the economy is not 
expected to be damaged . 
enough to warrant an earing 
of rates. 








On the domestic front, 
noteworthy statistics this ' 
week will include the . 
January mngnmw price 
index, due tomorrow, which 
is expected to show no 

ffhnng p in -tin* hwartjfpe 

figure. 

Most US companies have 
published fourth-quarter 
results, but retailers, which 
tend to have fiscal years 
ending in January, have yet 
tQ report Tomorrow ■ 
Wal-Mart Stores, the world’s 
biggest retailer, is expected 
to be among the first. 


Once again, the London 
market will start the week 
on the hack of an all-time 
closin g high on Friday. The 
FTSE 100 index has already 
risen by more than 600 
points in the first two 
month*; of the year. • 

Bid speculation kept 
traders happy last week 
and, after the Kwik 
Save-Somerfield deal, the 
markets are searching for 
candidates in the retail, as 
well as the financial sectors. 
With institutions still having 

high r=3 Bh holdings an ri 

companies returning cash to 
the market via buy-backs, 
takeovers help squeeze share 
prices higher. 

With a relatively limited 
set of economic data in the 
diary, investors will have 
plenty of time to study the 
week’s corporate results. 

There is. a strong financial 
flavour, with Abbey 
National, Alliance & 
Leicester. Commercial 
Union, Guardian Royal 
Exchange, NatWest, 
Prudential, HSBC and 
Standard Chartered all 
reporting. Particular 
attention will be paid to 
what the last two say about 
the situation In Asia. 

. Figures will also be 
released by Footsie 
constituents BG. Centrica 
and Rio Tinto. The two 
pieces of economic news 
should come from today's 
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second estimate of 
fourth-quarter gross 
domestic product growth - 
0.5 per cent is the consensus 
- and Friday's 
Confederation of British 
Industry monthly trends 
survey. 

As Eddie George, the 
governor of the Bank of 
England, indicated last 
week, the UK has a 
two-speed economy, with the 
international manufacturing 
sector exposed to the strong 
pound while the service 
sector powers ahead. 


Germany’s financial markets 
i ended on a quiet note last 
week. Floor-trading of the 
DAX index of 30 blue-chip 
shares closed on Friday at 
4602.65. up 20.25. The Xetra 
DAX shares index stood at 
4583.03. up 1.95. at the end of 

electronic dealing. 

Last week brought more 
news of restructuring in 
German industry. Holzmann, 
Germany's big g est building 
group, which has suffered 
from the recession In the 
country's construction 
industry, announced it was 
shedding 4,000 jobs, 
including 3,000 in Germany, 
as part of a restructuring 
exercise. It said it would sell 
most of its French business 
and run down operations in 
Thailand. 

On Wednesday, Viag, the 
industrial conglomerate, will 
report its latest results and 
on Thursday, MAN. the 
industrial group, presents its 
half-year figures. 

On Friday, the German 
federal statistics office is due 
to publish national accounts 
for the fourth quarter of last 
year. UBS forecasts the 
figures will show an 
unchanged level of gross 
domestic product between 
the third and fourth 
quarters. 

The figures will have 
implications for European 
and economic monetary 
union, since they will give 
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Price focus for silver experts in New York 


On Tuesday tn New York 
many of the world’s experts 
on silver will attend the 
CPM Group’s presentation of 
its 1998 survey of the pre- 
cious metal’s situation. 

Those attending the pre- 
sentation will probably wish 
they could have a nickel for 
every time they hear the 
words “Warren Buffett" dur- 
ing the. day. 

At the be ginning of Febru- 
ary, CPM Group assessed 
that Berkshire Hathaway, 
the financial services and 


investment company run by 
investor Mr Buffett, con- 
trolled some 20 per cent of 
the world's estimated silver 
supply at the end of 1997. 

pns followed the compa- 
ny’s announcement it had 
bought 129.7m troy ounces of 
silver - worth about $850m 
at the close of trading on 
February 3. 

Berkshire Hathaway made 
its first purchase on July 25 
1997, when the price was 
below $L50 per troy ounce. 
On February 6 the spot price 


reached $7.65 and floated 
back to $6.70 last week. 

One of the key questions 
surro unding the price move- 
ment for sQver concerns the 
reaction of consumers in 
India, the world's biggest 
market, which imports all its 
requirement 

They are, according to 
some analysts, being 
tempted to consider a move 
away from silver into gold, 
which is currently trading at 
just below the important fig- 
ure- of $300 per troy ounce. 


India's demand for sQver 
fell last year from about 
4*300 tonnes in 1996 to about 
3,500 tonnes. At the begin- 
ning of February, when se- 
ver spiked up above $7, the 
Bombay Bullion Association 
said: “If the price stays like 
this, demand will be less 
than 2,000 tonnes." - the 
equivalent of perhaps halv- 
ing Indian damanrl 

In his latest market assess- 
ment Ted Arnold, Merrill 
Lynch's precious metals ana- 
lyst. suggests this hefty 


demand slump is racing 
headlong towards a signifi- 
cant increase in mine pro- 
duction of more than 1,000 
tonnes. 

Ominously, he concludes 
that tbe two factors com- 
bined are “equivalent to a 
16.3 per cent increase in 
total supply”. 

What Berkshire Hathaway 
has in mind, and where the 
price of silver may be 
headed, will give CPM's New 
York audience plenty to 
chew on. 


set to add to yen’s woes 


The Japanese yen could be 
in for a hard week, after the 
failure of its government’s 
financial package to gener- 
ate enthusiasm last week. 

The yen has been helped 
in recent weeks by the mar- 
ket's hopes for the economic 
package, which was unveiled 
on Friday and accompanied 
by promises from' top-level 
Japanese officials that more 
measures were to follow. 

But the yen fell after the 
package was announced. 


And this week, it could suf- 
fer further', if data due in 
Japan continue to show an 
economy in the doldrums. 

Industrial production fig- 
ures. to - be released on 
Thursday, should reflect 
sharp recent declines in the 
vehicle and construction sec- 
tors. Last month's heavy 
snowfalls will not have 
helped. 

Analysts at Deutsche Mor- 
gan Grenfell in Tokyo are 
expecting monthly growth of 


just 25 per ce nt in January 
- well below MTITs estimate 
of 4.3 per cent - which 
would take the annual rate 
to minus 8.6 per cent. 

Large-scale retail sales in 
January could also show 
weak figures, while unem- 
ployment data out on Friday 
are likely to reflect the 
record number of bankrupt- 
cies. 

With the underlying econ- 
omy stOl showing few signs 
of life, and in the absence of 


strong words about the yen/ 
dollar from the Group of 
Seven meeting, supporters 
for the yen are hard to find. 

Jeremy Hawkins, econo- 
mist at Bank of America, 
believes that there are few 
reasons to buy yen ahead of 
the “Big Bang” financial 
markets deregulation in 
Japan. 

He thinks the recent firm- 
ness of the currency has 
been helped by the annual 
repatriation of overseas 


funds, but that the bulk of 
the inflows have already 
taken place. 

In that case, there are few 
likely sources of support for 
the currency. 

Gerard Lyons, chief econo- 
mist at DKB International in 
London, predicts that the US 
will put “immense pressure" 
on Japan to boost demand, 
particularly in the wake of 
the widening of the coun- 
try's trade surplus with 
the US. 
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IN A CHANGING WORLD* ROYAL MAIL HELPS YOUR 
BUSINESS BECOME FIRST RATE - WE ALL RESPOND TO A LETTER 
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Germany’s budget deficit as 
a percentage of GDP for 1997. 
UBS predicts this will be 3.0 
per cent, according to 
Germany's own definitions, 
or 2.9 per cent, according to 
the Eurostat definitions, 
within the limit required by 
the Maastricht Treaty for 
entry into Emu. 

Producer price figures are- 
due this week. Economists 
expect tbe annual rate of 
inflation to drop from 1.1 per 
cent in December to 0.8 per 
cent in January, owing to 
falling energy prices. 


Tokyo stocks are expected to 
have another lacklustre 
week of trading, as traders 

continue to watch whether 
the Japanese government 
wifi unveil any more fiscal 
steps. 

Last Friday, the 
government produced its 
fourth stimulus package in 
five months to help boost the 
ailing economy. 

However, the package 
contained few new measures 
and did not include the tax 
cuts that many economists 
think are crucial to boost the 
economy. 

Also, the Nikkei 225, the 
key stock market indicator, 
closed at 16.756.24 on Friday, 
some 34.77 points below its 
level a week earlier. 

Meanwhile, the Japanese 
government was heavily 
criticised by the other G7 
countries in London over the 
weekend over its failure to 
produce more str iking 
economic measures. 

Consequently, the markets 
will be watching closely to 
see whether the government 
responds to these calls in the 
coming days. 

Comments from US 
officials over the weekend 
suggesting that Japan and 
the US would co-operate to 
prevent a sharp fall in the 
yen might also affect the 
markets. 

Traders fear that any 
dramatic strengthening of 
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the yen now could hurt the 
prospects of the blue-chip 
exporters. 

Another key issue will be 
tbe government’s plans to 
help banks expand their 
capital bases by using public 
money to purchase 
preference shares. 

The committee to decide 
which hanks will receive the 
cash will hold its first 
meeting today and if it 
issues any faint that the 
scheme will be wide-ranging, 
this could support many 
hanking stocks. 


OTHER MARKETS Compiled by Jeffrey Brown 


PARIS 

Along with many other 
European bourses. Paris 
probed record highs for most 
of last week, extending the 
gains since the lows of early 
January to almost 15 per 
cent. One result is that 
words like "fair value" and 
“consolidation" have lately 
become a standard of the 
broker vocabulary. 

But sentiment remains 
remarkably upbeat. The 
recent run of big name com- 
pany results have been top 
of the range; news that the 
government is working on 
the 1999 flotation of a further 
tranche of Renault shares 
has created a buzz of inter- 
est; and European Monetary 
Union moves closer by the 
day, bringing with it con- 
tinuing pressure for corpo- 
rate restructuring. 

This week Elf Aquitaine, 
Sanofi, Paribas, CCF and 
Carrefour, all CAC 40 compo- 
nents, release 1997 results. 
Tbe Carrefour supermarkets 
giant reports on Wednesday. 
With a big commitment to 
Latin America (.more than 25 
per cent of profits) and a 22 
per cent rise for the share 


price this year, the trading 
statement is awaited by ana- 
lysts and investors with 
bated breath. 

MADRID 

Banco Santander's $4.1bn 
bid for Banesto last week 
provided a shot in the arm 
for Spanish equities. 

The market has rallied by 
more than 16 per cent since 
the start of the year, partly 
on hopes of a restructuring 
in tbe banking sector. For 
many, Santander’s move has 
fired the starting pistol on a 
wave of mergers. 

A Goldman Sachs report 
on Friday upgraded Its 
recommendation on Spain to 
“overweight", mainly 
because “increasingly visible 
benefits from restructuring 
efforts will continue to bol- 
ster the banks sector". 

However, some analysts 
remain sceptical Inigo Lecu- 
barri, at Salomon Smith Bar- 
ney. points out that it 
remains difficult to integrate 
banking operations. San- 
tander and Banesto, for 
instance, will continue to 
operate as stand-alone busi- 
nesses. 


CROSS BORDER M&A DEALS 


BIDDER/INVESTOR 

Canadian National 
Railway (Canada) 

Laidlaw (Canada) 

GE Capital (US)/ 

Toho Mutual (Japan) 

Mitel (Canada) 

Patriot American (US) 

Krupp Automotive 
(Germany) 

Siebe (UK) 

Hanson (UK) 

Dairy Farm (Bermuda) 

Mobil (USyPomox 
(Mexico) 


Illinois RaH (US) 

Safety-Kleen (US) 

JV 

Unit of GEC (UK) 
Arcadian Infl (UK) 
Unit of Caradon (UK) 

Coleman Safety (US) 
HG Fen ion (US) 

Hero (Indonesia) 


Transport 


He argues that San- 
tander's rationale was to 
tidy up the group structure 
(it already owned 48 per cent 
of Banesto) and to increase 
capital ratios. “Investors are 
wrong if they believe this 
deal is going to start a wave 
of mergers," he says. 

HONG KONG 

Further volatility is expected 
tht« week, and investors are 
likely to remain sidelined, 
writes Louise Lucas in Hong 
Kong. As such, liquidity will 
remain thin- turnover fell to 
HK$5.74bn on Friday. 

After Thursday's Budget, 
which introduced mortgage 
relief, property shares have 
been more stable. Prices gen- 
erally were unfazed by 
Moody's announcement that 
it was downgrading some of 
the territory’s credit ratings. 
The benchmark Hang Seng 
index is likely to remain 
range-bound. 

This week takes in results 
from banking giant HSBC 
Holdings. These will provide 
insights into the impact on 
the banks of the high inter- 
est rates sparked by the 
Asian financial crisis. 


VALUE COMMBfT 
$3.52 bn Cash + debt deal 


Waste m'ment $1.70 bn Offer extended 

Insurance $ 2 84m New benchmark 

Semiconductors $225m Disposal complete 

Hotels Si 50.5m Tax-free threat 

Auto components $ 128 m Canadian disposal 


Safety eqiipmt $B8m 

Building materials $83m 

Retailing S36.4n 

CM & gas rVa 


Needs clearance 
Strategic buy 
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Focused talks 


SIEMENS 

Notification of Dividend 

The Annual Shareholders' Meeting of Siemens AG on February 1 9, 1 998, has resolved to 
distribute the net income of DM 856, 7^ ^75 for the financial year 1996/97, and has approved 
the payment of a dividend of DM 1.50 per share of DM 5 par value. The amount attributable 
to treasury stock, a total of DM 43,504.50 shall be earned forward. 

Against Dividend Coupon No. 42, the paying agent listed below will pay the dividend less 
25% withholding tax and foe 5.5% solidarity surcharge on foe withholding tax 

in accordance with the U.KL/German Double Taxation Treaty of November 26, 1964, as 
amended in foe protocol of March 23, 1970, foe German withholding tax together with the 
solidarity surtax have been reduced to a total of 15% for shareholders resident in foe United 
Kingdom. To claim this refund, shareholders must submit an application to the Bundesamt fur 
Finanzen, Friedhofstr. 1, D-53225 Bonn, by December 31, 2002. 

In foe United Kingdom, payment will be effected through foe following bank: 

SBC Warburg Dillon Read, 

Swiss Bank House, 

1 High Timber Street, 

London EC4V 3SB. 

Berlin and Munich, February 19, 1998 

Siemens Aktiengeselteehaft 
The Managing Board 
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MARKETS: This Week 


EMERGING MARKETS By Charles Clover in Kiev 


Buyer is king in Ukraine 


The Ukrainian stock market 
is full of bargains. On the 
basis of simple valuation 
comparisons. Ukrainian 
companies are possibly the 
cheapest in Europe. 

The $47m Nyzhnyodni- 
provsky pipe rolling com- 
pany, for example, trades at 
$105 per ton of output, half 
the price of a comparable 
Russian plant selling for 
8237, according to research 
by the brokerage Wood and 
Company. Dniproenergo. the 
$450m electric power genera- 
tor, sells for $55,000 per 
megawatt of Installed capac- 
ity, compared with Czech 
generators selling for 
$130,000, according to Atlan- 
tic East brokerage. 

Last year, Ukraine’s $4bn 
stock market boomed as for- 
eign money poured in. 
Ukraine country funds 
raised nearly $500m and 
daily turnover rose to $3m. 
Such was the demand for 
Ukrainian stocks that virtu- 


ally the only way to get into 
the market was to buy priva- 
tisation certificates, issued 
to private citizens as part of 
the country's mass privatisa- 
tion effort, and exchange 
them for shares at auctions. 

However, in the wake of 
the Asian economic crisis, 
the tide of foreign invest- 
ment has subsided. 

"Last year, the seller was 
king. Now the buyer is 
king," said Tomas Fiala, 
head of Wood and Company. 

There are good reasons for 
the companies to be so 
cheap. Many are not fully 
privatised, and there are a 
variety of macroeconomic 
problems afflicting the 
Ukrainian enterprise sector, 
not least of which is a perva- 
sive shortage of cash. 

But with further privatisa- 
tions planned for 1998. espe- 
cially in the electricity sec- 
tor, oil r efining , and metals, 
some experts are quite bull- 
ish about the potential. 


By the end of 1998, Wood 
and Company expects mar- 
ket capitalisation to climb to 
$12bn, with turnover up to 
$l5m a day, assuming the 
government's ambitious pri- 
vatisation programme is car- 
ried out. 


There have been 
problems over 
shareholder rights 
issues, although 
corporate 
governance 
legislation passed 
in January has 
closed some legal 
loopholes 


Emerging markets: IFC weekly investable price indices 
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While more than 8.000 
enterprises in Ukraine have 
been privatised, these are 
mostly small-scale, and vir- 
tually all the country's large- 
scale productive capacity is 
still majority state- 
controlled. Most experts say 
fully privatising them will 
be a catalyst for an increase 
in share prices, and that now 
Is the time to buy shares of 
state-owned companies that 
have been partially sold. 

“The primary factor in the 
development of the stock 
market in 1998 is how priva- 
tisation is conducted.” said 
Charles Saunders, head of 
research for MFK Rennaiss- 
ance. the Moscow-based 
investment bank. 

Two weeks ago. parlia- 
ment passed the president's 
1998 privatisation law, and 
Leonid Kuchma, president, 
is expected any day to sign 
it. opening the way for hun- 
dreds of millions of dollars 
worth of sell-offs. 

But with parliamentary 
elections scheduled for the 
end of March, investors are 
concerned that a left-wing 
landslide could put the pri- 
vatisation process on hold. 

Alexander Bazarov, head 
of Credit Suisse First Boston 
in Kiev, said: "I don’t expect 
an explosion of interest 
before the elections. Experi- 
ence from other countries 
shows that elections do not 
matter for the stock market, 
but nevertheless, investors 
here are worried." 


Another problem afflicting 
an Ukrainian companies is a 
chronic lack of cash. A sur- 
vey by the European Union's 
Tacts project estimates that 
the payment arrears of 
Ukraine’s companies amount 
to more than $60bn - higher 
than the country's gross 
domestic product 

For example, the electric 
utilities on average receive 
only 10 per cent of their rev- 
enues in cash and much of 
the financial information on 
companies is unreliable, 
because barter terms are val- 
ued arbitrarily. 

A host of other reforms 
are needed before the Ukrai- 
nian enterprise sector can 
get off the ground. Compa- 
nies face tax rates as high as 
90 per cent, as well as 
monopolistic energy trading 
companies that can absorb 
virtually all a company's 
profits in exchange for 
energy supplies. 

And shareholders have 
faced problems in the past 
over shareholder rights 
issues, although new corpo- 
rate governance legislation 
passed in January has closed 
some legal loopholes that 
had been abused. 

In September, for example, 
Ukmafta. the Ukrainian 
state-controlled oil company, 
tried to spin off a subsidiary 
responsible for 40 per cent of 
the company's revenues: a 
shareholder suit stopped the 
action. 

But shareholders of 
Dniproshina, which pro- 
duces two-thirds of 
Ukraine's truck tyres, were 
not so lucky. 

In November. Dnipro- 
shina's management decided 
to increase share capital by 
a third and give itself pre- 
emptive rights to the new 
equity, which was priced at 
a nominal value of 9 
hryvnia, or 12 per cent of its 
market value. 

The issue has become a 
cause c&l&bre among Kiev's 
brokerage houses, which 
have since boycotted the 
stock and are considering a 
suit against the company’s 
management 

“Shareholder rights issues 
could make a big difference 
in the reputation of 
Ukraine’s stock market." 
said Mr Bazarov. 



Banco Comercial Fortuguds 

BANCO COMERCIAL PORTUGUiS, SA. 


General Annual Meeting of Shareholders 
CALL NOTICE 


I convene the shareholders of Banco Comercial Pormgues. SA, a pubBc company re gist ered under number 
40 043 in the Oporto Register of Commerce, with registered office ac Rua JuGo Dims, 705-719, in Oporto, 
with the paid up capital stock of PTE 1 56.00625 1. 000, to attend the General Meeting to be held at 03.00 pm 
on March 12, 1998. at the “Paiario da Boba". in die city of Oporto, with the following agenda: 


I) 


To resolve upon the business report and accounts of Banco Camerdal Pomigufa respecting the 
year of 1997, as well as upon the consolidated business report and consolidated accounts 
respecting the same yean 

To resolve upon the proposal of application of year-end results; 


To effect the general analysis of the management and auditing of the company with the amplitude 
foreseen in die law, namely in subparagraph c) of paragraph I of ankle 376 of the Companies 
Code; 


To resolve upon die ratification of a Director's co-optation; 
To resolve upon the replacement of a Senior's Board member. 


To resolve upon the increase of the capital stock in up to PTE 1 88.840.000,000 in cash, through 
the issue of up co 32,833,649 new shares with the nominal value of PTE 1.000 each, at die 
issuance price of PTE 3,050 per share, as well as upon the consequent by-laws’ amendments 
(ankles 5 and 7 of die by-laws) and reflex on convertible securities; 


To resolve upon the limitation of the pre-emption right of the shareholders related to the 
increase of the capital stock referred to in the previous number and upon die consequent offer of 
sidscription for the workers of die Bank and subskEaries of shares corresponding to up to 5% of 
die issue; 


8) 

9) 

10 ) 


To resolve upon the group relation with wholly-owned company; 
To resolve upon die acquisition and sale of treasury shares; 

To resolve upon die acquisition and sale of treasury bonds; 


The proposals co be submitted to the General Meeting by die Board of Directors, the reports that must 
legally be presented with diem and die other preparatory information elements, as well as the text of die 
proposed by-laws amendments, are available to die shareholders at the registered office of the company 
since the legal dates. 


As condition for attendance co the meeting, the shareholders must prove by admissible legal form, to be 
shareholder m die fifteenth day before die date scheduled for the meeting and keep such condition at die 
time of die meeting, Each PTE 100.000 of capital corresponds to one voce, the shareholders being entitled to 
be represented by proxy, as well as die holders of fewer than 100 shares to aggregate their interests, in all 
remaining bong applicable the terms and limits of the law and of the bylaws, namely its arride thirteen. 


Oporto. January 28, 1998 

The Chairman of die General Meeting of Shareholders 
(Luis Francisco Valente de Oliveira) 


Financial Times Surveys 


Korea 


Thursday March 26 


For tnrV )tr information pkotv c on Lie l . 

J-nny Mirjrfleton ,ti the UK 

Tel: -44 -O' 171 87rt 3794 Fm: -44 <0' 171 87 3 3204 
email; jenny. micWletotiWLcom 
or Patvk Brenrun in Tokyo 
Tel: -B1 3 40WJ Fan- *H1 3 12'Jf. 1204 
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No FT, no comment. 


The Chase Manhattan 
Corporation 
U.S. 5500,000,000 


Senior Floating 

Rale Notes Due 2002 

In accordance wsh the proweiens 
at the Notes, notice is hereby 
given Thai for the i me rest period 
from February 23. 1998 to 
May 21, 1998 the Noles wffl cony 
an interest rare of 5B75% pot 
annum. 

The interest payable on the 
relevant interest payment date. 
May 21. 1998 will be U.S. S13715 
per U.S. SlO.OOO Note and 
US Sl.37146 per US. SWO.OOO 
Nora. 


By.U»Chn» Manhattan Bank 
London 

February 23. 1998 


LEGAL NOTICES 


Ncl <X*4b Of IKW 

IN THE HKaf COURT OF JUSTICE 
CHANCERY DIVISION 
COMPANIES COURT 

IN THE MATTES OF 
MULBERRY COMPANY (EUROPE! 
LIMITED 


IN THE MATTER OF THE 
COMPANIES ACT 1W5 


NOTICE IS HEREBY GIVEN toai a 
Petition w» an the fifth day of February 
IW8 presBXed to Her Majesty's High Cndt 
or Insure for the confimucon of (be 
reduction of die CapiaJ or the Jbcve-tumod 
Company from £300,000 eo £40.000 dud ibe 
uaceilarua of (hr Share Pt o m uiu Atxooni 
of dx tbon: named Compaiy. 

AND NOTICE IS FURTHER GIVEN dial 
■he aid Pen don h dbecvd m he hand 
before rile C mupjm n Corot Registrar ir the 
Royal Court* of JmOco. Strand. London 
WC2A 2U. on Wainextav the 4th day of 
March IWS. 


ANY Cmfcor or Shareholder of Ok laid 
Company dcurmg lo oppose die making or 
an Order for rite i o» ifu ma tron of da: raid 
rrctev-tjor of Share Capital and cancellation 
of Share P r e mium Account ibouM appear a 
rite (rate of h earin g ra person Or by Comae! 
for Dm propose: 

A copy of the mxI Pennon win be Funmbcd 
winy such per*»i rctjutrtng the same by the 

undermentioned Solicitor, on payment of 
the regulated charge (or the on, 

Oned ton 33rri day of February 190*. 
Waretrouidn Willey llaigrare 
III} Temple Siren 
Bristol BSW7UD 


Ref: MULMC-NCCVtffC 
Soficuon ro the Company 


Appointments 

Advertising 


appears in the UK edition 
every Monday. Wednesday 
& Thursday and in the 
International edition 
every Friday. 

For further Information 
please contact: 

Toby Fbiden-Crofts 
+44 0171 873 4027 


eURQFIMR 


European Company for the 
Financing of Rail rood Rolling 
Suck 


[TL5 00,000.000,1)00 
Floating Rate Note 
due 2006 


fence a hereby given that 
for the interest period 23 
February 1998 to 24 August 
1998 the notes will carry an 
interest me of 5.51875% per 
annum. Interest payable on 
24 August 1998 will amount to 
ITII39.S02 per m5.0W.Q00 
note. 


Agent' Morgan Guaranty 
Trust Company 


JPMorgan 
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jumbo bond 


The recent trend towards 
larger bond issues is likely 
to be confirmed this week, as 
several borrowers are expec- 
ted to launch benchmark 
deals with amounts of Si bn 
or more. 

Cades, the French state- 
backed entity set up to man , 
age the accumulated debts of 
the social security system, is 
planning to Issue a third 
tranche of Its multi-currency 
euro-ftmgible issue, denomi- 
nated in guilders. The 
amount win be deter mined 
by market conditions, but 
the previous tranches were 
FFriSbn and DM3bn. 

Fannie Mae, the largest US 
mortgage lender, is also 
expected to tap the market 
with the third issue in its 
“benchmark note" pro- 
gramme. Previous five-year 
and 10-year issues were in 
amounts of $4bn each. 

Linda Knight, treasurer of 
Fannie Mae, says there is a 
pricing advantage In Issuing 
large amounts: “There is a 
clear and direct benefit to 
our yield curve by issuing 
jumbo bonds." 

The World Bank is also 
understood to be considering 
a $5bn issue, which would be 
the largest ever fixed-coupon 
bond. 

“In theory, there is an 
immediate benefit to borrow- 
ers as investors are believed 
to be ready to give up some 
yield in exchange for greater 
liquidity," said one analyst 
in London. 

This is already apparent 
on some existing deals. A 
FFrlObn three-year bond by 
Cades, for example, is trad- 
ing at a yield spread of 10 
basis points over French 
Treasury debt. This com- 
pares with a 14 basis points 
spread on a similar. FFrlbn 


issue by CEPME, the financ- 
ing agency for small compa- 
nies whose debt Is guaran- 
teed by tite French state. 

“The cost saving Hum a 
jumbo issue amounts, to 
between three and five basis . 
points, depending ' od~ the 
maturity,’* says Chrlstophe 
Frank el, head of funding at 
Cades. 

Bankers estimate that 
Fannie Mae has also derived 
savings of three to five basis 
points from the massive size 
of its recent benchmark 
deals. Each basis point In 
yield costs the borrower $im 
over the life of a $lbn issue 
of 10-year bonds. 

However, for many issuers 
in the jumbo market, the 
benefits have not material- 
ised immediately. “When a 
borrower launches its first 
jumbo deal, it sometimes 
needs to offer a more gener- 
ous spread to attract new 
investors," says John Butler, 
chief fixed-income strategist 
at WestLB in London. 

This was the case for sev- 
eral issues of global Pfand- 
brief bonds, which failed to 
meet their cost saving objec- 
tives. “But over, time, they 
[jumbo Pfandbriefe issuers] 
will be able to issue at 
tighter levels because they 
will have a larger investor 
base." Mr Butler says. 

There are cither cost 
advantages to larger issues. 
These include lead manag- 
ers' willingness to accept 
proportionately lower fees, 
and fees linked to documen- 
tation and legal paperwork, 
are also reduced. 

“Every bond issue requires 
a prospectus, and these are 
often identical, regardless of 
the issue size," says a syndi- 
cate manager at a large US 
bank in London.- “So ’ it is 
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cheaper to write one pro- 
spectus for a billion-doll ar 
deal than two prospectuses 
for two smaller issues." ' 

Jumbo Issuers are also 
pinning high hopes on build- 
ing a complete yield curve. 
They believe investors will 
also expect to receive lower 
yields in exchange for arbi- 
trage opportunities along the 
yield curve.. 

“Providing a liquid yield 
curve also gives you some 
kind of premium,” Ms 
Knig ht says. 

However. Mooyaart, a 
company which analyses 
band prices relative to the 
performance of the most liq- 
uid benchmark issues, dis- 
misses many of the argu- 
ments in favour of Jumbo 
bonds as “pure marketing".- 

One put forward by bor- 
rowers such as KfW, the 
German federal development 
agency. Is that issuers could 
establish a “surrogate" yield 
curve to the government 
bond yield curve. . 

This argument is “largely 
baseless", according to Brian 
Mooyaart, director of Moo- 


yaart. “To provide the sort of 
liquidity a government pro- 
vides, a borrower would 
have to issue at least $5bn a 
mouth and no borrower - 
not. even the World Bank - 
can do that" 

He also says that main- 
taining a full and liquid 
yield curve could prove to be 
-more of a headache than a 
benefit For example, the 
borrower might need eight 
to 10-year funds but the mar- 
ket would demand a two- 
year bond to keep the yield- 
curve fully supplied. “Pledg- 
ing to maintain a liquid 
yield curve 'is one way of 
. tying your hands behind 
your back," he says. 

Analysts also say jumbo 
Issuers are taking advantage 
of cyclical factors in their 
favour, including the “flight 
to safety" 'prompted by the 
Aslan crisis and the popular- 
ity^ the dollar. Once these 
disappear, supranational 
borrowers could return to 
the “qppGrtimistic" habit of 
iss uing in high-yield curren- 
cies to exploit good arbitrage 
Opportunities. 
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LEGAL NOTICES 


NOTm OF MEEI1NG Q£ 
SCHEME CREDITORS 
IN THE HIGH COURT OF JUSTICE 
No. 00601 DcfiW4 
CHANCERY DIVISION 
IN THE MATTER OF 
ENGLISH A AMERICAN 
INSURANCE COMFANY LIMITED 
AND IN THE MATTER OF 
THE COMPANIES ACT IWU 
M emnyi of cmlilon oJ Engllsb 4t 
American Insume Company (anneti 
Ittac Conyany - ! ha'C been ammoned 
b) rile Scbupc A AntorB r at on pwauenl w 
CWk SLI of the Scheme of Arrangement 
for toe puipmcs of irctMos a repon 
tThr Report - ! do die andna of riw 
altam of toe Coopanv anil toe nf -ir ^r. 
Of Ihe Scheme of AnanEen n an imce 
February 1995. the effective date of ribe 
Schema of Ananganaa. a copy of rite 
Report an be ofranrri •rHtmn charge 
front the Scheme Admmatmun at rite 
nddraa given Mew: 

The merongt »r0 beheld a* foDom; 
Dale Tumhjy. 2* March 1998 
KUO am 

Winter Oarrien Room 
RSrgaRaya) Hoed 
151 Wen Stall Sneer 
(Bet™ 7rh and riifa Avenue) 
Nc- York. NEW YORK 10019 
USA 

Due: Wddncufcry 13 April 1998 

Time: HLWaa' 

Pbue: ThoCnal Hall 

Omnewd liMunoco httatcar 
:U Aldonnutbury 
London ECJV THY 
Umted KuipJwu 

Exh Scheme CmSinr *ho wiihn to 
cuend either of the meeoogi mtat 
corapteic a ng un ati ori form nd bring 
a wrrit them u die nxenng. All Scheme 
Cittfiton will be cdS a copy of 
rite double-tided regia™ on Tom. 
Further copies of the rcenmnon farm alt 
available: from the Scheme 

Ailminisimian u toe addreu giten 
below. 


Tune: 

Place: 


AJ. McMahon 
R- South 

Scheme Admnitantor* 
KnWC.POBwTSO. 
20 Furmgdan SMct, 
London ECSA4FP, 
UNTIED KINGDOM 


Dared ritli 23rd ilqr of Fehnury 1998. 


Net sales for 
the 4th quarter 1997 


Consolidated net safes' for the 4th quarter 1997 were 
FRF 17,965 million oampared to 1996 4th quarter, or 
an increase of 12.9% on -a comparable basis. 

The main change in the Group's -structure , is the-- 
deconsolidation of Vallourec which occurred, on 
July VI 997. 

The increase of net sales between the 4th quarter 1996 
and the 4th quarter 7997 is mainly due to a significant 
progression in volumes (Flat Carbon Steels +8.2%, 
Stainless Steel and Alloys +5.5%. Specialty Steels 
+173%) and to a more favorable evolution in average 
selling prices (Flat Carton Steels +45%, stainless Steel 

and Alloys +5.2%, Specialty Steels -0.9%V - 
Estimated consolidated net sales for the year 1997 as 
a whole were FRF 72,001 million, or an increase of 
6.7% on a comparable basis. " ■ 


Consolidated 
net sales for 
the 4th quarter 
1997 were 
FRF 17,965 million 
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i . • " NOTICE TO HOLDERS OF : 

- - -USS724W0,O00 £5% Convertible Bond* due 3004 
• . *Notice .of.SosprmBitrePeririir 

: TAIWA N - UTQNELECTRQI^CCO'LTD 
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CURRENCIES AND MONEY 


POUND SPOT ■ OR WARD AGAINST THE POUND 


DOLLAR SPOT FORWARD AGAINST THE DOLLAR 


M>ao 


Oaring Ctmgr T «ttt](fcr 

midpoint on tty nprhrirt ■' 


.. Day's Md 
N0ti low 


Exrope 

Austria ' 

Belgium 

Demerit 

Finland 

Franca 

Germany • 

Greece 

Ireland 

Italy 

Luxambcug. 

Netoartantfe 

Noway - 

Portugd 

Spain. 

Sweden - - 

Swttze rta nd 

UK 

Ecu 

S*f-' 


One moan ’ Three manfltt One year Bank qf 
Rate w\ Rate ~ 9tPA- tea WA&gfcriaii 


TO) 

TO 

(DM) 


(Sch) 2AB710 
-TO 

(DKr) man 
9X448 
199 41 
2X606 
0>) *72X23 
W 1.1966'. 
(L) ■ 2838.17' 
TO 614328 
(R) 13800 

(NKr) 124228 
TO 306JM7 
<pta) asajoa 
(SKi) 112297 
(SFf) 24035 

H .- 

1.5069 
- 1214070 


-Oj 0133 Bib 
-OQ268 6B8 
-00041 560 
-00038-364 
-00025 9Q2‘ 
-00018-702 
+1.178 art 
-00038 953 
' -037 705 
-00366 658 
-00018 578’ 
+0.0060 1 73- 
-0225 802, 
-0.101 357 
-0X033 200- 
-00035 010 


1 ^ •* ' 

808 209008 

188- -:nsm 

OS -115643 
827 '90527 

980 100033 
819 . 20827 
358 472039 
-977 1.1988 

.130 284130 
108 .815488 
804. 03604 
282 124423 
242. 306342 
858. 2S2XS8 
363 .130409 
060 24063 


200083 

813100 

110210 

90110 

20692 
460004 
1.19S3 
aopa aa 

613100 

80477 

120780 

304002 

251050 

13.1738 

22061 


20007 17 

■615118 .15 
110284 IS 
90162 30 

90637 18 

28716 16 

-475.1 US -0.1 

'1.1954 . 1.1 
29384 1.1 

813118 15- 
13460 '3.7 
122868 30. 

304468. 24 
232005 ZA 
112005 20 

13913 6.1 


20J7Q6 
608103 
1L2S87 
. 80544 
BO870 
20618 
482074 
1.1024 
2929.10 
608103 

3326 

123102 

302383 

250.771 

111383 

13652 


38 202677 
18 598907 
38 118069 
.48 07267 

18 98491 
10- 28774 
-6.7 506.797 
14 1.1683 
-14 287581 
18 3B3B07 
38 32410 
3.6 118486 

27 205806 

28 245836 

IB 128088 
64 22628 


34 

34 
11 

35 
IS 
15 

-74 

13 
12 

14 


1013 

101.7 

1042 

804 

1068 

1017 

644 

913 

758 

101.7 


-08010 081.-077 15082 15023 15032-28 .14953 3.1-14824 38 


35 10018 

38 968 

915 
765 
810 
1012 
1048 


38 

38 

24 

58 


AraenBni (Peao) 183K 488006 346 - 388 

“*« (TO 15473 +08010 466-478 

Cera* TO) 25229 -08009 217 - 246' 

Mewco (New Paso) 148641 -08728 416 - 666 

l«A. . (S) 18361 +08012 356-300. 

PBcMoABdcOe EntfAMce 


15307 18330 - 

15503 - 15440- ' 
13321 131 59 13132 
148668 138010 14.1607 
15390 18339 18338 


Australia (AS) 24313 +08126 296 - 

Hon O kena (HKS) 116716 +00009 680- 

Mta Pa) 635875 +01427 857 - 

* srao * CSMO 58060 +0X008 004- 

Ja«Wi (Y1 .208803 .'+1874 555 - 

Malaysia. (MS) ' 6.151 B +00783 335 - 
New Zeeland (hCS) 25314 +0037 288- 
PWpptoes (Poeo) 66X657 +08994 637 - 
Saucfi Arabia (SFO.. 01385 +00047 '345 - 
Stegaporo ' (SS) 25890 +08324 357 - 
Soffll Africa .(B) 00971 +0010 921- 
Scutri Korea (Won) 271154 - -10.18 528 - 

Taiwan (IS) S3 6928 +01473 559 - 

Thailand (BO 725884 +08549 571 - 

t Ron tor Fab w. WManpeadB ki die Feud Spot i 
empa nm - m Mtt •*ea«d U2A6 11 m 


329 
783 
292 
105 
.330 
700 
339 
077 
304. 
922 
020 
830 L 
290 
197 


. 243*1 24200. 
118049. 128578 
03.7980 635320 
58156 58004 
208590.206.050 
02337 68056 
17960 


. 01472 6.1! 
17011 
3.1050 88837 
281050 268557 
517674 535055 
715910 710000 


14268 

125641 


207578. 

01537 

25842 

60834- 

01305 

28875. 

8.1415. 


735672 


»cr*J _ 

■Me printed Vi W» Otto an a» •ebon tta Am a MptAmmtrr. 


15 23084. 

-115 144924 
.17 18207 

23 24185 

97 115919 


04 • 205.129 
-04 01039 

-15 -28405 
•103 878096 
18 01102 
08 .25891 
-68 02340 

13.. 535037 
-77 744329 

Sa«*«Vxaw 


25 12747 2.1 

■125 19.7909 -124 
15 15060 1.7 

24 13772 12 

-08 138078 -17 


832 

1085 


884 


08 100218 05 1215 

-1.1 0347 -12 

-18 28602 -18 1005 

-112 74.1307 -122 
15. 68052 12 

08 16925 -0.1 
-65 ' 85001 -62 

14 528795 15 

-85 808406 -95 

I by ihe Be* at Eogtant Bn* 


Feb 20 

Oaring 

rrtd-port 

Chengs Btatofler 
on asy spread 

Daf* mid 

high low 

One month 

Rare %PA 

Three mentfn 

Rzte HPA 

Ond year 

fete 

J.r Magsn 
StPA trtSes 

EiHDpe 

Austria 

(Sent 

12J177 

-0J7179 155 - 198 

12.6210 

117530 

12.7967 

10 

117527 

n rj 

12X377 

1.7 

1013 

Bdgkm 

TO 

37ft650 

-1045 800 - 900 

373070 

37.4250 

37X275 

IX 

37X375 

2X 

35.915 

15 

101.7 

Denmark 

PKtl 

62434 

-03079 424 - 444 

6 9487 

63095 

63338 

1.7 

6X126 

IX 

6Si39 

1ft 

1CCL4 


pri) 

5ftZ81 

-03067 248 - 314 

53314 

5.4989 

5X186 

2.1 

54977 

2X 

5 4241 

1 9 

79.B 

France 

TO 

6.1065 

-62062 080 - 090 

6.H35 

5.0784 

10986 

2.0 

6.0771 

fel re 

53375 

1.8 

104.4 

Germany 

m 

12210 

-00025 215 - 220 

1.6233 

13127 

1X139 

1.9 

IX’K 

11 

1.7885 

1.8 

1013 

Greece 

(DO 

2B8J05 

+03 390 - 620 

288 750 

286 680 

290.655 

-P.B 

2911C5 

-IC-ft 

315 035 

-9 2 

e-t 7 

Ireland 

m 

12874 

+63054 664 - 684 

1-3695 

1-365G 

1 jh£ 

07 

1X653 

C — 

13759 

-ci e 

- 

«ay 

04 

1798.45 

-ift 570 - 720 

1797.70 

170734 

1797 3 

-OX 

173845 

-04 

17372 

0.5 

743 

Luxerabaug 

TO 

37J5S50 

-KK5 BOO - 900 

37.6070 

37.4250 

27X275 

IS 

37 2975 

2.0 

36315 

1.8 

101.7 

Nethariende 

(H) 

22531 

-00026 526 • 533 

2 05<0 

23429 

23497 

2.0 

29S1 

2.1 

2.015 

IX 

1009 

Norway 

INN) 

72829 

-03016 919 - 939 

7.6030 

7X523 

7.5315 

1.8 

7X552 

1.3 

7.4683 

1A 

95.6 

Portugal 

(E*J 

.18&460 

-020 410 - 510 

186ft1D 

165370 

181357 

0.7 

195ft 25 

0.9 

18335 

IX 

913 

Spain 

(Pra) 

154235 

-0.18 290 - 380 

154380 

153X30 

154246 

0.7 

153.959 

1ft 

152X05 

IX 

76.1 

Sweden 

00} 

10881 

-Qfltw? 832 - 890 

83830 

8 0332 

0X797 

13 

aotso 

1.0 

8.CT36 

Oft 

33.6 

Striaeriend 

(SFi) 

1A690 

-03033 E85 - 695 

1.4685 

1 4036 

1.4636 

4.5 

l 4Eii 

4.6 

1.4054 

43 

1C7X 

UK 

10 

12361 

+O3012 356-366 

13390 

1.6338 

1X338 

1.7 

1X227 

IX 

16093 

1.7 

10<X 

Ecu 


12856 

+0302 855 - 860 

1.0888 

1.0645 

1.0809 

-'.2 

1.C893 

-IX 

1.1002 

-1 3 


SORT 

- 

0.74182 

- 

- 

- 

- 

. 





- 

America 

Argentina 

(Peeo) 

02995 

-03003 994 - 995 

03995 

03994 







. 

Brad 

(TO 

1.1291 

+03001 290-291 

T1292 

1.1290 

- 

- 

- 




- 

Canada 

TO 

1^4190 

-03053 195 - 200 

1.-1233 

1^4165 

14139 

0.8 

1^173 

17 

14129 

04 

83ft 

Medco (Maw Peso) 

82800 

+0338 850 • 950 

85850 

6X770 

16645 

-132 

8X39 

-14 j 

9X2 

-14X 

• 

USA 

• W 

- 

- 

- 


. 

. 

. 

- 

. 


109.4 

Padflc/MUdJe 

MA 

East/ Africa 
(AS 14860 

•03067 854 - E65 

14692 

1.4789 

1.4852 

0.6 

i^sre 

OX 

14719 

0.9 

38ft 

Hong Kong 

(H«> 

77450 

-03006 445 - 455 

7.7460 

7.7442 

7.7515 

-1ft 

7.7325 

-2ft 

6X65 

-44 


India 

TO 

302325 

+0.0575 250 - 400 

383400 

383900 

. 

. 


. 




bred 

(S**) 

32110 

•03024 075 - 145 

3 6145 

3.6052 





- 

- 


Japan 

(V) 

127255 

+1.11 510 • 600 

127X30 

125900 

127355 

4.7 

125.5-5 

5.0 

121X4 

4.9 

1245 

Malaysia • 

(TO 

3.7000 

+0345 500 - 700 

33150 

3.6700 

3 7665 

-2.1 

3.7875 

-23 

2345 

-IX 


New Zealand 

(NZS 

1.7306 

+03213 295 - 316 

1.7331 

1.7085 

1.7337 

-2.1 

1.7231 

-ZC 

1.7573 

-IX 


PhSppinae 

TOO) 

403000 

+033 300 • 300 

403000 

403000 

40.785 

-120 

41.635 

-13ft 

46.0765 

-14.1 


Saudi Arabia 

TO 

3.7507 

- 506 - 507 

3.7507 

9.7506 

3.7524 

-05 

37552 

-05 

3.77 

-05 


Singapore 

TO 

1.6435 

+03185 420 - 450 

1X495 

1.6250 

1.0449 

-1.1 

1.651 

-1.9 

1.6735 

-IX 


South Africa 

(R) 

43490 

+1006 475 - 505 

43505 

433 75 

45832 

-ax 

5X56 

-6.7 

5X455 

-eft 


Souh Korea 

(Won) 

165720 

-13 400 - 100 

1719 00 

163030 

. 

- 

■ 

- 

■ 


- 

Taiwan 

TO 

32.8175 

+0365 050 - 300 

32 8300 

32.7500 

32.8235 

-04 

32X5 

-0.4 

3193 

-ox 

- 

Thaiand 

<B» 

442500 

+035 000 - 000 

453000 

443000 

44ft 

-9.4 

457 

-10X 

49.75 

-11 7 
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MONEY RATES 
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'!mbt 

Or* 

Three 

Si 

One 

LomD. 

Ob. 

Repo 


rjgnt 

montn 

mins 

mhc 

year 

truer. 

rate 

rate 

Betoken 

3% 

3™ 

3'-+ 

3L: 

32 

6.00 

2.75 

_ 

-.•reek SSD 

3j 

3 : t 

3"r 

3% 

3+i 

6.00 

175 

- 

France 

3 i 

3” 

3’* 

3: 

33 

4.60 

- 

330 

met. ago 

01 

35 

3i. 

3% 

39t 

4X0 

- 

3X0 

Germany 

31) 



3i 

32 

450 

250 

3X0 

week ego 

3'-i 


37. 

3i 

oz 

4ft0 

2ft0 

330 

Ireland 

61 


6,: 

So 

57. 

- 

- 

6.75 

vreek ago 

e. 


6W 

5L 

5'v 

_ 

- 

6.75 

Italy 

6C- 

6ra 


5% 

57. 

7.00 

5.50 

6X3 

nock ago 

6-L 

C’-e 

67- 

52 

5; 

7.00 

5X0 

123 

Netherlands 

3i! 

3U 

3V 

3’fr 

3k 

_ 

2.75 

3X0 

week ago 

3 M. 

« 

3” 

Sir 

32 

- 

2.75 

3X0 

Switzerland 

te 

4. 

5 

£ 

li 

- 

1.00 

- 

week ago 


te 


V+ 

T.i 

- 

1X0 

- 

US 

5'z 

52 

62 

54k 

e; 

- 

5ft0 

- 

«ree* ago 

5% 

52 

SS 

Sy 


- 

5.00 

- 

Japan 

£ 


’> 

5 

t.s 

- 

050 

- 

week ago 

J 

'k 

a 

" 

2 

- 

050 

- 

■ S LIBOR FT London 








InterbMk Fixing 

- 

5% 

S'- 

SH 


- 

- 

- 

wet* ago 

- 

5'-« 

5'-y 

5% 

52 

- 

- 

- 

US DoBor CDs 

- 

5.40 

S>*3 

5J5 

5X0 

_ 

_ 

_ 

week ago 

- 

640 

5.40 

5.43 

5.45 

- 

- 

- 

ECU Linked Os 

- 

-£• 

4-5 

4 i 

4.- 

- 

_ 

_ 

week ago 

- 

*1 

•li 

4« 

*1 

- 

- 

- 

SDR Linked Ds 

- 

3il 

32 

3C 

3S 

- 

- 

- 

week ago 

- 


3; 

33 

30 

- 

- 

- 
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EURO CURRENCY INTEREST RATES 

Feb 20 Snen 7 days One Three 

term nonce montn months 


Six 

months 


One 

year 


1 SOR «• per Star Feb 
US currency. J J». Moreen 


The exchange him printed 


18. BkVofter enieerti In trie Ddter Sp« able enow cmy me lea Hire 
i nominal Jncflcas Feb 1» Bose mroge 1930-100 BkL orior. ma 
(torn THE WM/RBJTERS CLOSING SPOT and FOfMIARD RATE 
m one note are eta Metafile on me Hmm a hdprf/wwwJT. 
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CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 















Fab 20 

BFr 

-DKr 

FA. 

. DM.- 

- K. 

1. 

n 

NKr 

E» 

Pta 

. SKr 

SFr 

C 

C$ 

S 

Y 

Eota 

BetgUir 

. (Bfi) 

100 

1147 . 

10X5 

- 4ft47 

1X48 

4780 

5463 

20X0 

496.1 

- 4106 

21.61 

3.908 

1X26 

3.778 

1661 

3394 

1450 

Denmark 

(DKr) 

54.13 

10 

6.790 

2.824 

1X53 

2587 

1967 

1094 

268ft 

2213 

11.05 

1116 

0880 

1045 

1440 

188.7 

1X26 

Ranee 

(TO 

61X3 

11X7 . 

10 

1982 

1.197 

2941 

3X61 

1143 

305.2 

2517 

13X4 

1405 

1.001 

2X24 

1.837 

208 ft 

1.506 

Germany 

(DM). 

20.63 

3ft 11 

3ftS3' 

1 

0401 

986.1 

1.127 

4.168 

1013 

64.72 

4439 

0X06 

0X36 

0.779 

0549 

7002 

0506 

Ireland 

(E) 

51X0 

0484 

8X53 

1401 

. 1 ■ 

2456 

1607 

10X8 

255X 

21 IX 

11X6 

1009 

nasi 

1X41 

1X67 

1744 

1X59 

Italy 

H 

2.092 

0X07 

0X40 

0.101 

0041 

100 

0114 

0.423 

10X8 

8X91 

0430 

nm 

0034 

0X79 

0X56 

7.100 

0XS1 

Netherlands (FI) 

1131 

3.382 

1975 

0X87 

0X56 

B75X 

1 

3X98 

90X2 

75.17 

3338 

0716 

0298 

0.692 

0487 

6113 

0449 

Norway 

(NKr) 

4BftO 

9.145 

at)45 

1399 

0983 

. 2388 

1704 

10 

245X 

203X 

1065 

1X35 

0.805 

1.870 

1X17 

168ft 

1X13 

Portugal . 

TO 

20.10 

3.724 

3X78 

0977 

nnr» 

963X 

1.101 

4X72 

100 

8177 

4X37 

0788 

0328 

0761 

0.536 

68.41 

0494 

Spate - 

(Pie) 

24X5 

4.499 

3X58 

1.180 

0474 

1164 

1X30 

4X20 

1208 

too 

5X39 

0X52 

0396 

0.920 

0X48 

82X5 

0X97 

Sweden 

(SKr) 

48.43 

8X67 

7X64 

2X53 

. 0X04 

9M? 

1S39 

9X90 

230X 

1909 

10 

1X17 

0.750 

1.756 

1X37 

157.7 

1.139 

Swttzertand 

TO) 

25.59 

4.727 

4.158 

1X40 

0498 

,1X23 

1X98 

5.168 

126X 

105.1 

5X05 

1 

0416 

0907 

0.681 

06.83 

0X27 

UK 

M 

61.49 

11X8 

9X94 

1981 

1.197 

2939 

3X58 

1242 

305.1 

2 S2-5 

13X3 

2403 

1 

1323 

1.636 

208.7 

1X07 

Canada 

TO) ' 

2147 

4ftB0 

4X02 

1X03 

0X15 

1265 

1446 

5X48 

131.3 

108.7 

5X95 

1X35 

0430 

1 

0704 

88X4 

0X49 

USA 

« . 

37ft9 

6X43 

a. ioo 

1X22 

0.731 

- 1796 

frrva 

7.593 . 

185.6 

154X 

8.088 

1.469 

0X11 

1420 

1 

127.6 

0X21 

Japan 

M 

29.47 

6X43 

4.789 

1428 

0573 

1408 

1X10 

5X53 

146X 

121.0 

ft 338 

1.152 

0479 

1.113 

0.784 

100 

0722 

Ecu 

- 

40.81 

7X39 

8X33 

IftTB 

0794 

1961 

•3 ma 

8X44 

202.5 

167X 

8.780 

1X95 

0.664 

1.542 

1.086 

138ft 

1 


UK INTEREST RATES 


LONDON MONEY RATES 

Feb 20 Over- 7 days 

ntgftt notice 


One 

month 


Three Six 
months months 


One 

year 


B+igen Franc 

3J2 • 32 

3J1-31! 

3il - 3,; 

3!) - 3A 

3ii - 3JS 

312 - 31! 

Danish Krone 

- sj2 

SC - 3(1 

3(2 - 3U 

3*j ■ 3*4 

312 - 3 i) 

4* -3)1 

German Mart. 

3*1 - 

35J-3B 

3%-3S 

3*2 - 3JJ 

3JJ-2B 

4*e - 312 

Dutch Guilder 

3)1 - 3*4 

3*8-3** 

3i* - 3i'< 

3i 's - 3 it 

3iS-3iJ 

2\-3h 

French Franc 

a* - 3’. 

3ii - 3ii 

3*k -3B 

4,1 - 4 i 

3*s - 3 jS 

Oil - 3ii 

Portuguese Esc. 

4); - 4)2 

4ji - 4iJ 

4« - 4 Ti 

+11 - 4 ii 

4*2 - 4» 

4ft - Jft 

Spanish Peseca 

5_ - sH 

5 -4}i 

452 - 4|J 

Ah AM 

41) - 4,1 

Aft - 4ft 

Sterbng 

7ik ■ 

7*8-71* 

Tii - 7\i 

7 it - 7,4 

7ft - 7ft 

7iJ - 7>* 

Swss Franc 

1 - *-> 

1-12 

\l -s 

2! -IS 

1*8 - 1 

1)2 -ift 

Canadian Dcear 

4*4 - 4*.- 

42i - 4 {{ 

4i?-4ii 

«B - -li 

5*-4 | i 

5)| -5*4 

US Doaar 

5*2 - 5U 

5>) - S?J 

57fi - 5*4 

6*8-6** 

512 - si! 

6l« - 6 

Italian Lira 

6% - 6 

6'+ -6*s 

6£-6*a 

6/4- 5ii 

511 - 5)3 

5*2 -5ft 

Japanese Yen 

l 2-% 

\l-'A 

]) - A 

- A 

a- *2 

2-ti 

Fsian SSing 

* • *2 

6 - J 

8 - & 

6*8 - 5* 

8*4 - 7 

B*4 - 6% 


Interbank Stertng 8-7 7^ - 7* B 7*2 - 7ft 7ft - 7*j 7ft - 7^ 7ft - 7^ 

Sterirre COS - • 7ft - ?H 7ft - ?* 2 7]] - 7jS ?ii - 7j| 

Treeeuy Bob - - - 7\ 7ft - 7ft 

Bark BISs - 7ft - 7** 7H - 7ft 7ft - 7ft 

Local authority daps. 7ft - 7 7l< ■ 7>a 7JJ • 7ji 7« ■ 7jj 7JJ - 7ii Th ■ 7ft 

Discount Msricet deps 7>* - 7ft 7ft - 7ft 


Sn+n torm rates are can br the US Dollar end Ten, enherr tec cays' notice. 

■ TW1EE MOUTH EURODOLLAR flMMj Sim points of 100% 



Open 

Sett [nee 

Change 

Hign 

Low 

ESL vcl 

Open nt 

Mar 

94X8 

94X6 


94.38 

94X7 

36.915 

4E8.992 

Jun 

94.47 

94.47 

_ 

94.47 

94.45 

55,455 

415,661 

Sep 

94.49 

94.48 

-0.01 

94.49 

94.47 

63,571 

330055 


UK deaitng bank base landing rate 7 1 * per cent tram Nov 6. 1097 

Up Id 1 1-3 3-6 6-9 

months monms 


9-12 

morons 


■ US TREASURY BILL FUTURES (IMM) Sim per 100% 


Dantti Kroner. Ranch Franc, Nomagbn Kronec and 0eedWi Kroner par 10 Ddglan Franc. Yen, Eacudo, Un i 
■ D-MARK FUTURES (IMM) DM 125800 par DM 


par 100. 


. . Open . Settprice- Change 

Mar 0X512 - • 05496 -QX6l3 

Jun - 0X530 0X525 -0X013 

Sep 0X565 05550 -00013 

. H^i • ' Low • 
0X525 * 05487 
0X534 0X516 

OS65 0X543' 

EsLvol Open Jrri. 
22X17 76X98 

' 406 • 4/421 

■..4 " ' 1.047 

■ SWISS FRANC FUTURES 0MVQ SR- 125.000 par SFr 


Mar 0X837 018827 -0X005 

Jun 0X805 0X904 -0X005. 

Sep 00978 -0X005 

0X050 0.0812 

0X916' ‘-0X891..' 

10912 41108 

. 82 .. 1X93 
' '1 1.191 

■ -lAPfUNSK YIN HllMM (MM) Yan 12Xm per Yen 100 - - 

Open Sattprioa Change' 
Mar 07952 07836 -0X108 

Jun 0X068 07936 -0X100 

Sep - 0X035 -0X106 

FBgh Low.. 

0.7969 0.7823 

0X006 X7928 

EsLvol Open Int 
11.596 96.422 

487 1122 

.'5' 534 

1 SIBLM Rm*BB(lMM)£fi2ft00perE ■■ 

■ S • • • 

Mar 1X348 1.6382 +0X020 

Jun 1X280 1X286 +0X020 

Sep J 1.8210. +0X020 

'. . .. . 'v 1 ; 

1X376 1X316 

1.6300 ‘1.6240 
1X22Q •. 1X17D 

T -V- : - j 

4.809 28X08 . 

122 ■ 1.67V ■ 

■1.10 

vj?x 

I OTHER STATISTICS 

STOCK INDICES . . 

- 190I/9B- fttaM nay. 
F*b20Feb 19 FriJMfriilTFab 16 l» N t am 

FTSE 100 3251ft SHBft 572M 5JW5 501M iDmX 50680 G7GM 988ft 

FTSE 250 5029.7 50172 50158 8007ft 4KL9 502L7 47882 5B2B7 1378,4 

FTSESSOotiT 50547 50«U 50379 50307 50192 5054J 48063 5064J 13782 

FISE SO . ■ ’ 2733ft Z7UL6 27212 :27153 r 2678ft 27318 24447 3S404 8645 

FTSE SaJCap- - ' ' 2438X1 243322 243274 242154242578 2439*1 232L18 2«M1 138379 
FIS&naKflp a. IT 242756242246342042 2417X8 2417ft52427JI 231119242758 138379 

FISE *-SharB . 2B60482B4774 048.77 2B42ft5 280838288048 238132 20BUO B1J2 

RIGHTS OFFERS 

beue • Amount Lafaat 

price paid- Ranun. • 1 997/00 

p up date Ugh Low 

' Stock 

'. Ooetog - • 
price p +0^ 

190 FB A/3 13*2pm 9>apm Mtearva • 

185 M - 27/2 2pm ^*pm Panto &■» 

pm prariuiL' 

12pm 

•1pm '- 

BANK RETURN 

BANKING DS’AFmAENT 

Wertoeaday tocmese or ' 

February 18. 1998 decrease for weak 

UabBNee 

Capital 

Public depoerits 

Bankere deposits 

Reserve end other accounts 

E 

14X53X00 
1,103/487X01 
1710273,118 : 

6X16X01400 ; 

E 

-107.833X31 

-54X80X47 

+171191X29. 


10X50X23^19 

. +15X77/461- 

Government aactafrfee 
Advance end caher acoorrte 
Premtee. •quipment and Other aees 
Notes 
Coin 

1XKX65.743 
8X28X51X84 
451.781532 . 
4X96X24 
107/436 

-1X75X00 
■ +20,141176 
+525X63 
-1713X21- 
-1667; • 

BSUE DEPARTMENT 

10X50X23/119 

+15X77/161 

tlfMMu 

Notes to' dreutetton 
Notes In Banktog Depaiment 

22X23X03X70 

4,096X24 

+11711321- . 
-1711321. 

Other Government securities 

Other Secutties 

22X30X00000 

4,607,703.599 

17X22X96^01 

+10.000X00 . • 

+2X94.128X65 
-1904.126X05 ' 


21030X00,000 

+10X00X00 


Certs of Tax dep. pM 00800) 2l 2 S>2 5 5 

Certs et Tax dap \rter CIQtLOOO b ? 1 apc. Depc ste w t tl r J i a v.Ti Ice casn 1 Upc. 

Are. tender rate of dbcswri on Feb 30. 6804fipc. ECGD bed rata SDg. E-port Fiance, l/de 
up day Jen SO. 1988. Apeed nee lor period Feb 25, 1893 to I4ar ». ia?H. Scheme Bl LStpc 
Reference rate ter penad Jan 1. 1998 tc Jatt 30. 1998. Schemas WJU 7S6Bpc. Fmanc& 
House Bom Rota Spc from Feb 1. 1938 

BANK OF ENGLAND TREASURY BILL TENDER 

FBb 20 FM 13 Feb 20 Fab 13 


Mar 

95 00 

95X1 

-0X1 

95.01 

95X0 

296 

6.B49 

Jun 

95.09 

95.09 

-0.02 

95.11 

95.03 

799 

3.335 

Sep 

- 

95.16 

-0X1 

- 

- 

17 

204 


At Doan Merest lips are lor pevaus day 


■ PHBJUMLPHUL 8K C/S OPIIOIK £31X50 (Cento per pound) 


Bfis oe oner 

flOOfri 

flOOtn 

Top accspted rate 

70192% 69190% 

Strike 

• - 

- CALLS - 

*————— 

— — — — 

- PUTS - 

— 

TOO! Crf appSC3TJDBS 

£488nl 

M23m 

Are rate ot ttecrant 

6 9046% 6.8817% 

Price 

- Feb 

Mar 

Apr 

Feb 

Mv 

Apr 

Total aflocated 

ElOOta 

ElOOm 

Arerage yield 

70S 5% 7 0018% 

1X30 

1.81 

2X6 

2X2 

1X4 

1X9 

171 

Mb. accepted bid 

£95250 

£08275 

Otter m nett fender 

£100m noom 

1X40 

• 1:10 

' 1.7 7 

2X6 

1.54 

142 

125 

Aftrrmem al m*n level 

11% 

8Tfc 

Mm. accept bid 28 days 

- 

1X80 ■ 

172: 

1X2 

1X8 

103 

2X7 

aaa 







Pravtouaday-e uol. Gate rVa Puts rate . Pna*. deytt open h. Cate We Pub n /a 


■' PMLADSLPHM 8K D-MA8K/S OPTIONS DM81500 (5 per DM) 


■ Pared In New York 


Strike . 
Rice 

Feb 

- CALLS - 
Mar 

Apr 

Feb 

- PUTS 
Mar 

Apr 

0X40 

1.11 

- 

. 

0X1 

0j4O 

0X0 

0X45 

0.77 

1.09 

1/»1 

0X4 

0X7 

0.79 

0X50 

0.48 

0X1 

1.13 

0.55 

0X2 

' 1.02 


Fab 20 

— Close — 

-Pie*, dose 

£tod 

1X380 

1X370 

1 mtti 

1X3S7 

1X347 

3 mth 

1.6304 

1X295 


1X108 

1.6097 


FT GUDE to WORLD CURRENCIES 

The FT Guide to World Currencies 
table can be lotnd on the Markets 
page In today's ecuoon 


Preriou* day's voL. Cab rva Putt ntt . Prav. deyh open htL. CeQa n/B Putt iVa 


Feb 2D Feb 19 Fab 18 FM 17 FM 16 


-1007/96- 9KltnA 
Hah. (W HU (W 


FTSE I 
FJSE Brotop 100 
FISE Emtep 309 
H 30 

FrEMSnii 
FT AM tend 
FTSE Odd Hkw 


133154 133020 132755 132559 132059133154 12B.77 13469 31.14 
2547.69 253655 233052 254753 250833 35509 223M0 355051 2044.47 
110224 TIOO.02 710556 110056 106558 110550 97153110556 87*56 

35015 34925 349SJ 34981 34595 36015 3235.4 36015 49.4 

10350 10359 10353 104.10 10397 164.10 10152 12740 4818 

13178 13951 13959 13M6 13950 0956 13555 13958 5053 

103750106552105953107156109456112350 82938207451 90382 


LONDON RECENT ISSUES: EQUITIES 


Issue Amt Mkt 
-price - paid cap 1007/90 
p i*} (£mj Kgh Low 8tacfc 


Close 

price . Nat DW. Grs P/E 
p +/- ctv. cov. yid rett 


- 

FP. 

42 2 

100 

91*2 AtWone Bdrare 

?1*2 


FP. 

865ft 

10s 

95 BaaaB 

97*2 


FP. 

2X48 

so 

500 DhpoB 

517*2 

flOO 

FX. 

32 ft 105*2 

93 EuroacvEnegy 

94 

§188 

FP. 

331X 202*2 

189 Monsoon 

197*2 


FP. 

892 

<S*2 

57*2 RfehanfcGrp 
4*2 Sindimy Wrts 

60*: 

" i 

FP. 


8 



A 2 
+6 


-158 


148 12 25 216 


: MrfcaL 6 Ptaekig price. * frjtroducdon. For a U eapbn Bte n ol eO 


otter symbols piaaae rater to T?w London Share Senica notee. 


FTSE GOLD MINES INDEX 


.% chg % ot - 

rinca MG0 GaM Meat 01 P/E 
31/12*7 3ba Worn ytaM % rads 


a 


0OM IBua MK {3Q 103750 -18 3052 10050 258 - 109740 00123 


Africa (1<) - 

AostraMa (7) 
Norm America (1*) 


1061.11 +11 750 

1307.51 +117 176 

96784 -42 18.78 


2487 5.11 2057 233356 921.78 

1153 167 1755 ■ 212452 93163 

6250 152 3750 178066 88456 


□apyitett. FTSE W wMwd Umfead 1861 At rightt reaarrad. Hguei in bracked show 
number of Ld mparfaa. BMa US Dotes. Bare IttiuaK 100D0D 31/12101 t Partlri. 


UK GILTS PRICES 


«nt% am 
H ofei Pfcrf +/- to 


Lari Oy 
ad few 


. V1t% AM 
Now FdcaE +/- £b 


lari Ofr 
re fee 


m« am 

Koto Mce£ +A- On 


IM CSy 
ad fee 


MS5SK 

beesTVeci! 

•BwlStasW 

EMTOBCISW 

WaOtaclBWgrr- 

Tt»ABfWt 1 «»- 

Ea*i2*pcU90 

T«S10*29C1989— - 

lens Bor is® }t 

Cow 104(1X1999 




i 

too 

XM 

nail 

102ft. 

100 ft 

M5& 

mi 

m 

103B 


VBh, 

U 41 i 

H 33 

101 »l 

ntffi 

IWJi 
KBS 
««ft 
1 wft 
nsft 
iMU 
113*2 
IIC3 


800 AS70C27 

B.150 Se30*38 

-,1 335 W30SB30 

-.1 3509UrZDIMO 

-.i 1500 JjriSJBtf 
■Ji. 5J80 WiJfSeOe 
-il 3550 SB2692B 
. rj 159 IferiawyiB 

' -.1 R95D FBlOAriO 
-.1 1/98 ¥j22th22 


-2 . 109 ^8828 
-5 5538 MM 
-2 1171 JH4ftfl4 

-1 CT manias 
-.1 1B00 Je70*7 
_ MWflfcA** 
..1 4(46 M 6 W 6 
-.1 3.JB2W2 

_1 ^ FeiOtelO 

-.1 11750 lft6IM 
-.1 105 JJ22822 

-2 21 *11 Art 1 

-.1 MOO ® 7 J *7 


21101753 
351788 
2251308 
95 1259 
.1111347 
25 4045 
2251264 
85 1288 
123635 
1151342 


.26.1 - 
. 22512*4 
' 5.11209 
1351305 
SS 49*8 
U - 
.1451280 

5.1 - 
12 - 
244 3031 
111 - 
no - 

295.' - 


TmalOpcZHS 117** 

Here 11 *2*2001-4 — 113% 

DWHC*2B04 119% 

ftnfegSfeK «99-4_ Bifi 
con* «2$C2K>* — , — 118ft 

taeettpeaMtt 1033 

On 9*3002005 113% 

Btt-HFjpeaiH .* 126ft 

1teeera>0B 2808-6 — . «0ft 

T(ne8%pe2005tt 115 

CreeHecSOU 9 12+a 

TMt7*araWH 10« 

D8B7V|*20aO — 111% 

•fare BpC 2002-6#: JHW 

here 11 Ape 2003-7 — 12® 
TMi8*jpe20W#__i -OTft 
Treas7Hpc2fl07tt — 1 118ft 
1Mt13l2PC2004-B^ 138** 
Tmei9pe2Q0B# — — 12» 

TnesBpe2009 — n« 

TrM BMC 201 Ot? 102ft 

Qw SpC Ld 2011 ?? T27ft 

IMS 9pc 2012ft 128t. 

TfiBt S'spc 2006-TZt?— 9Qft 
here 7>pc 2013-1 5tt- ( 115H 
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Tm Spc 201 St? 1221+ 
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EakUpc 2013-17 — A 160ft 
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-.1 isos 
-.1 15a 

-.1 23 

-2 .. 543 
-2 3412 
-2 WOO. 
-2- 45*2 
-2 23 
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-2 10573 
-2 . 0 
-2 11700 
-2 4500 
-2 1050 
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-2 7537 
i2 MOO 
-.1 95 

-4 -5021 
-2. 3450 
-5 4750 
-3 52» 
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rl 15 * 
-.1 800 


IMM 
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1*21 H81 
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Je7*7 
MrS See 
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Je7tW 
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wu Obis 

IK5M5 

HfiS HtS 
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F*6M 
Mn08ei0 
JfiB JC8 
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2>aicm (7BJ) 1071a 

2*3PCh3 (785) 1B4ft 

♦SdbWtt—tiaiB) 125)2 
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2^18 yiSj 189ft 


4746)188*0) 
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_314| 177JJ 

2*a0c , 2o gaa i72* 


2*00*11. 

2*29013. 

2*2PC'1B. 


2t2PC-24tt (07) 145% 

4*ri)C ‘30tt — J135.1) 145ft 


-.1 2 
-.1 1150 
1*00 

— 1J50 
LI 2500 

0.1 iaa 

— 3.100 
1750 

— 55a 

3700 
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01 7 JOG 


-.1 6.100 IK7&Z7 
-.1 11787 J#7D+7 
— 7j50 M5AC5 
-2 St JtlZttlS 
_L. 16500 Je7De7 
0.1 . 2400 . - 


203 131 
1091290 
L5 - 
411274 

20.101246 
..1453541 

13.101247 
114 - 
1251295 
2854040 

05 - 

2951148 
2842300 
2541334 
13.11293 
12.11336 
265 - 
229 - 
Lift 1343 
1861388 
1554682 
51 1245- 
2811701 
141380 
1411832 


^ Other Raced Merest 

2054992 

1B21B62 *f" AM 

M - Ifcto Ptel +ft be 


Vt/BU/E 
ttu SC4 
1*20 X«S0 
A0210C21 
JaiSJyiB 
lpratMO 
Fe23Aia 
FM6AI16 
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felEOclB 
Ja17Jy17 
JB16J9ZZ 
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149131$ 
051317 
1110 12S5 

72.1 1314 
951318 
1421319 
921320 
1011321 
11101322 
1211323 
181 1134 


(0) Ffeaas to p are n t — ; show RPI taea lor hdeaJng. 0e 6 
mortlB prior to tad) and tew been atfustad to refect 
Mama of K*l n» 100 ki Febreiy 1987. Oanctrian tactor 
3445. Wtfar Am 1997; 1575 end tor Jenny 1998: 1595. 
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‘ _ MeaOai KP*flo20C0_ 
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25 MrlSe! 

80 JCOJfiO 22123463 
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22 - 
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http://www.unioncal.com 

F.X. FUTURES & OPTIONS 24 HOURS 

0171 522 3333 


sfa regulated 


FUTURES 
OPTIONS 
8c FOREX 
varan clients 

WELCOME 


RERKELEY FUTURES UMTEEI) 

38 DOVER STREET. LONDON W1X 3RB Vf 
TEL: 0I7L629 11S3 FAX: 0171 495 0022 6fl 
hUpu'/vnrwXCLco.uk 


Fast Fills. 

Low Rates. 
Quality Service. 


LPi.D-WALDOCK & COlPAiSV 

>-1:t ( l-.Uw.-ll St. • L..r.d..u EC i Y 111* 


*5-*25 

PoUirra & Options, round -turn 
luiinSoul serriee 
far printt dtatts. 

0800 - 262-472 

Landctc 0171-241-1701 
GnmutT 013081 8100 
Sekzerhnd; 06 00 55 83 83 
mncUnd-nldocknuti 


■BaiBt! 


mini 

REUTERS 


Freephone 
FVTUtt£S PAGER 

0800888808 

PHTUFS 



FUTURES 


| INDEX 

FINANCIAL 





if you would like fo advertise, or 
require any further information, 
please contact: r 

Jeremy Nelson 
Tel: 0171-873-3447 
Fax: 0171-873-3062 


BASE LENDING RATES 


Adam & Company 725 
ABed Irish BanV (GB) 725 
•Henry Ansbacher 725 
Banco Bilbao Vizcaya 725 
Bank ot Cyprus ?25 
Bank or Ireland 725 
BarAot India 725 

Bar* ol Scotland 725 
Barclays Bark. 725 

Bm BL ol Mid East 725 
•BronrSItplByiCoLU 725 
OWankMA 725 

Oydesdale Bank 725 
The Cocperatnra Bank725 
CouasSCo 725 

Cyprus Popular Bank 72S 
Dinar Lawne 725 


EaeierTiua Urnted 825 
Finance & Gen Bark 8.00 
•Robert Fleming & Co 725 
•Gunness Mrivxi 725 
FtrixQ Bank AG Zuricn 725 
H e mbree Bank 725 
Hentaole & Gen Inv Bk.725 
C. Haure S Co 725 
Hongkong A Shanghai 725 
Investec Bank (UK) LB725 
JuSan Hodge Bank 725 
•Leopdd Joseph & Sons 725 
Lloyds Bank 725 

MkflandBank 725 
MaiWesiminsier 725 
•Rea Brothers 725 
Royal Bkd Scotland 725 
Scotesn Widons Bank 725 


•Singer A Fnetflander 725 
•SmtthAWBanson 725 
Sun Banking Corp Ud 725 
TSB 725 

United Bank ot Kuwafe. 725 
Unky TiuslBarkPto 725 
Whnenway Ladaw 725 
Yoritshee Bardi 725 

• Members ot London 
kiwsttient Banking 
Assocukon 
* In administration 


GNI 


HRS 


All Futures. Options 
& Margined Forex 

Contact: Tip*} Townsend 
TeWH7l 3.T7 3«* 

Fre:»l7l 337 JW 
Wob Snr; hapy/www^nixoxdc 
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A COMMANDING PRESENCE 


ED&F MAN DIRECT 

I I Um DfefeT re J tofcn HfefriE l»N f to I 


FLOORS NOW A VAILAB LE 
TO PRIVATE INVESTORS. 


IT OSOO 5G5717 




REAL-TIME ELECTRONIC FOREX DEALING 

_. .... FFCC pne-” ch..r?/. ,'.n<t iir-.v. 




E-M.'ul : ro<,-er2.. (orex-cntc.co.uR • Tel: +-1-1 17! ot: e-Z 


TEN 


For more info orvd FREE cUmtyo di*c call: 

+ 44 ( 0)171 AOS 1004 


.Rtaitimi global 
'covmge.cl 
Equities, Currencies, 
Derivatives, Bends, 

. ’•{ Cent modi ties 
and News 


X. n 17 i l .1 7 C ; r? iii x T'aJ? ’ :■ 


CITY 


riicre o no Crawl Gore fcx on t 
kalmg Houn 7 >3cs» ■ O.ISpm Actowvs opened MiMn 48 Ire. 

n for w iwv pkM’ te la * a«» Charreal 4 yoga 699 
■H. For breehn arid cy p liatton far* col: 0171-650 8500 




For a 

Groat Spread 
ofBeu 


Argus LatAm Energy 

Tv;,de-niqn(nty inieitgerice orist cr. o> : . gas <sr.c! necu-c ty r< 

.Latin America Petroleum Argus 

Frcetria?(-4 “71 ; 355 3732. Erivasi AJlcs-Tpiti o’c-urrarrus ::m 


WANT TO KNOW A SECRET? 


The I D S7GJ1LL- Seminar will show you how the markets REALLY wctIl The 
amazing trading techniques of the legendary W.D. Gann can increase your profits 
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WORKFORCE A CHANGE 
TO FIGHT BACK. 

It is a fact that one third of die people in the UK will get cancer 
at some point in their lives. Cancer touches die lives of every 
one - employer and employees alike. Join the Macmillan 
Nunes in the fight. Telephone 0181 222 7706, or cut out this 
ad and return it to: Corporate Development Manager, 
Macmillan Ca nc er Relief, 3 Angel Walk, London W6 9HX. 
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FT GUIDE T O T H E WEEK 


MONDAY 


Foreign ministers meet 

Hie Iraq crisis will dominate today's 
meeting of European Union foreign 
minis ters in Brussels. Robin Cook, 
foreign secretary, will seek to 
reinforce support for a policy 
calling on President Saddam Hussein 
to allow unfettered access to UN arms 
inspectors. Minis ters will also discuss 
whether to lift restrictions on contacts 
with Iran. The British presidency will 
also outline its plans for the 
pan-European conference in London 
next month which Turkey is likely to 
boycott 

Hazardous waste ban 

Over 100 countries meet in Kuching. 
Malaysia, to decide on which 
hazardous wastes are covered by a ban 
on toxic waste exports from rich to 
poor countries agreed in 1995. 

Proposals to be considered at the 
week-long meeting of members of the 
Basle convention would ban all exports 
for any purpose of wastes con tainin g 
arsenic, lead, mercury, asbestos and 
dozens of other named chemicals. 
However, they would allow export of 
wastes that can be safely recycled such 
as scrap iron, some electronic goods 
and textile wastes. 

Yeltsin meeting 

Japan's foreign minister, Keizo Obuchi, 
meets Russian president Boris Yeltsin 
in Moscow to discuss the president's 
planned unofficial visit to Japan. He 
will also meet prime minister Viktor 
Chernomyrdin. They will discuss a new 
fisheries accord. 

UK housing demand 

John Prescott deputy prime minister, 
will announce the government's policy 
towards meeting the projected demand 
for 4.4m new homes in Britain over the 
next 20 years. He will call for GO per 
cent of new homes to be built on 
derelict urban sites. 

Water sharing 

The 10 riparian countries of the Nile 
meet in Kigali. Rwanda, to discuss 
co-operation in sharing the river's 
water resources. The week-long 
meeting, sponsored by the World 
Meteorological Organisation with other 
UN and International agencies, is the 
eighth in a series of conferences under 
the Nile 2002 programme aimed at 
producing a strategy for sustainable 
water resources development The 
participants are Egypt, Sudan, Kenya, 
Uganda. T anzani a- Rwanda, Burundi. 
Congo. Ethiopia and Eritrea. 

Fashion week 

London Fashion Week continues to 
Thursday. 

UN appointment 

Nominations close for candidates for 
one of the top United Nations jobs - 
director-general of the International 
Labour Organisation - to succeed 


Other economic news 

Monday: The depressed state 
of Japan's economy is likely 
to be reflected in the latest 
leading and coincident Indi- 
cators for December. Fore- 
casters put the leading index 
at below the critical level of 
50 for the second month run- 
ning. 

Tuesday: The west German 
consumer price index for 
February is expected to 
show that inflation has 
remained at extremely low 
levels. After an annual rate 
of 1.1 per cent in January. 
inna tion is forecast to have 
remained in the same range 
during February. 

Wednesday: Spanish fourth 
quarter gross domestic prod- 
uct 1997 Is forecast to have 
risen by 3.6 per cent annu- 
ally, underlining the robust 
growth of the Spanish econ- 
omy. 

Thursday; A decline in 
Japan's auto and construc- 
tion sector is likely to have 
had an impact on the indus- 
trial production data for Jan- 
uary. Forecasters are 
looking for a monthly rise of 
2.5 per cent and an annual 
fall of 3.6 per cent. 

Friday: Fourth quarter 1997 
GDP data are due from the 
US, Germany, France and 
Italy. 





Michel Hansenne of Belgium. The 
election will be held by the ILO's 
governing body in March, though Mr 
Hansenne's term does not rad for 
another year. Chile’s Juan Soma via. 
now ambassador to the UN in New 
York, is favourite for the job and has 
US backing. The only other declared 
candidate so Ear is Maria Nieves 
Roldan-Confesor, former Philippines 
labour secretary, who is supported by 
the Association of South East Asian 
Nations. 

Botha in court 

Former South African president P W 
Botha is due in court to plead on a 
contempt charge laid by the Truth 
Commission. 

Football 

Argentina v Ukraine international 
friendly. 

Holidays 

Brazil, Brunei, Venezeula 

FT survey 

Review of the Automotive Industry 


TUESDAY 


Spanish summit 

German/Spanish summit opens in El 
Escorial 

Fitness convention 

The 1998 European Fitness Convention 
opens today in Earl's Court, London, ft 
runs to Thursday. 



Drugs trends 

The 

International 
Narcotics 
Control Board, 
a semi-judicial 
United Nations 
body based* in 
Vienna, 
publishes its 
report for 1997 
on trends in illicit drug abuse and 
control around the world today. About 
five per cent of the world's population 
are thought to be affected by drug 
abuse. 

Holidays 

Brazil. Estonia, Portugal, Venezuela 

FT survey 

Estonia, Uganda 


WEDNESDAY 25 


Basketball 

European Championship. Belarus v 
England. 

Football 

FA Cup 5th round replays In England; 
Belgium v USA and France v Norway 
International friendlies. 

Holidays 

India, Kuwait 

FT survey 

Review of Information Technology 


THURSDAY 


Qold jobs summit 

South Africa's National Union of 
Mlneworkers, which has threatened a 
series of 24-hour strikes in the 
country's gold mines over job losses, 
starts a two-day gold summit with 
employers and government nw^ak at 
a Johannesburg hotel today. The NUM 
says 13.000 gold miners have been 
marip r edundan t twc year and a 
further 60,000 jobs could be lost in the 
next six months. A total of 300,000 
people work in the Industry in South 
Africa, the world's largest gold 
producer. 

Total eclipse 

A spectacular 
solar eclipse 
races across the 
earth's surface 
today. Its 
lAOOOkmpath 
passes from the 
Pacific, over 
the Galapagos 
Islands, and 
hits the American continent in 
Panama’s remote Darien province, 
where the eclipse will last a little over 
four minutes. Mercury, Venus, Mars. 
Jupiter and Saturn should also be 
visible to the naked eye. The path of 
the eclipse then continues over 
northern Colombia and Venezuela and 
several Caribbean islands, ending after 
almost three and a half hours over the 
Atlantic. The event is being billed as 
the last great solar eclipse of the 
millennium, though observers in 
Europe should witness a shorter one in 



August 1999. 

Russian report 

Hie Russian government is scheduled 
to deliver a long-awaited report on its 
performance. There has been 
speculation that the report could serve 
as a pretext for cabinet changes. 

Crucial tests 

England and the West Indies begin the 
fourth cricket Test match at the 
Bourda Oval in Guyana with toe series 
tied at one alL The Bourda pitch is 

qmfing tim most batsman-friendly in 

the Caribbean. South Africa and 
Pakistan battle out the second Test to 
their series at Durban as do New - 
Zealand and Zimbabwe in Auckland. 

Goff 

Dubai Desert Classic to Sunday. 

Holidays 

Kuwait, Mauritius 


FRIDAY 


Abduction ruling 

Egyptian court due to issue ruling cm 
brought against interior minister 
by wife of f comer Libyan foreign 
minister, Mahsour Rlfchia- it is alleg ed 
he was abducted to Tripoli with 
Egypt's help and then killed. 

The numbers eranch 

EU national governments will send - - 
their final 1997 economic data to the 
European Commission' and the 
European Monetary Institute; the 
forerunner of the ftztore central bank. 
Both institutions will use the 
figures as benchmarks to evaluate each 
EU country's fitness to participate to 
eccnomic and monetary union from 
1999. The final reports are due out an 
March 25. Financial markets expect 11 
countries to qualify and enter Emu - 
all EU members except the UK, 

Sweden, Denmark and Greece. The 
data are expected to show that all 
governments, except Greece.- kept their 
immiai 1997 budget deficit below 3 per 
cent of gross domestic product, the 
critical threshold set in the Maastricht 
Treaty. Several countries, including . 
Italy and Belgium, are certain to 
exceed the debt-to-GDP threshold - set 
at 60 per cent But these countries can 
still qualify if efforts to reduce overall 
debt levels are regarded as sufficient 

Football policing 

UK home secretary Jack Straw hosts 
EU Presidency seminar on the pbDctog. 
of footbalL 


FT survey 

Charity Fund Management 


SATURDAY 


Yamalchl shutdown 

Yanwrichi Securities, which collapsed, 
to November, closes more branch . . 


offices today as partbfavolmrtary . 
shutdown More than &3QQ employees 
in aboot 50 offices will be dismissed. 
Yamsdcfii is scheduled to-shut down 
the rest of its offices by tbs mid of 
March. 

Return of tender 

Old 50 pence coin ceases to be legal .. 
tender in the UK, 

Holidays 

Brain' • 

FTsurvey 

Personal Finance: Guide to P eps 


SUNDAY 


Countryside on the inarch 

Th o u san ds of landowners, fanners and 
villagers will descend on London today 
for the countryside march from 
Westminster to Hyde Paris to protest 
against what they see 38 threats to 
thwr way of life. The main focus of 
their anger is Labour MP Michael 
Foster’s anti-foxhunting bill, due to be 
debated at a third reading by MPs cm 
'Friday. They will also be protesting 
a gain at plans to give ramblers greater 
rights of access to open countryside. 

Welsh assembly decision 

The final 
decision, on 
where the 
Welsh assembly 
will be based is 
expected any 
day. The Welsh 
Office is hoping 
to make a 
statement as 
close to St David’s Day - today - as 
possible. Thecompetition is between 
sites to Cardiff, and Swansea. 

Indonesia elects president 

The Peopled Consultative Assembly to 
Indonesia elects a president and 
vice-president and begins deliberating 
owaflveyearplan. . 



Lower Saxony elections 

Elections in Lowe- Saxony, the large 
northern German state, will determine 
whether Social Democrat Gerhard 
SchrOder, the local prime minister, can 
win enough popular support to run 
.a gnfrwri* TMmnt Knhl , the chancellor, In 
September's federal elections. A strong 
performance could make Mr Schroder’s 
bid to stand for the chancellorship 
unstoppable. The poll 1& also, an 
important tost for Mr KohL A good 
performance by his Christian 
Democratic Union would mark a 
revival of fortunes - brightening the 
chances of hie winning a record fifth 
federal election. 

Holidays Tn 

MoMova, South Korea 


Compiled by Philip Reynolds. 
Fax: (+44} (0)1718733196. . 
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ACROSS 

1 Army a long time taking 
prisoners (81 

5 Run over vicar, the first 
person we turn to! (6) 

9 Advocates removing 
street's fences (8> 

10 bum warning about build- 
ing beginning 16) 

11 One with two bearings, for 
example (8) 

12 Put an end to whisky! (6J 

14 I walked back to gallery on 

top (101 

18 Terrible heart tremor 
shakes people (10) 

22 Bug one northern religious 
group f6) 

23 Camp books me Into under- 
ground room t8) 

24 Recover after taking noth- 
ing by mouth (?) 

25 Something extra, and I do 
it better (8) 

26 Fixed place and said why 
16) 

27 Fame of pier gets distorted 
(8) 


DOWN 

1 Mongrel is a bit shy. Brid- 
get says (6} 

2 Spotlight best half of top- 
less dress (6) 

3 Thin plate turned up - it’s 
beastly (6} 

4 Officer standing in her 
queue possibly means to 
pay (10) 

6 Selective church rejected 
new Celtic members (8) 

7 Inactive at home 1 later 
improved (8) 

8 Guards wake me by mid- 
morning (8) 

13 Pass supporter taking a 
bribe (10.) 

15 Hairy fairy starts looking 
round before us (S) 

16 Where black knight stands 
trial (8) 

17 Hampered by slash found 
to toboggan (8) 

19 Line made using ruler that 
is on board (61 

20 Some stars, for example, 
turned up with a car (6) 

21 Attitude of old soldiers 
since I dropped round (6) 



MONDAY PRIZE CROSSWORD 

No.9,614 Set by GRIFFIN 

A magnum of Laurent Perrier Rose champagne far the first correct 
solution opened. This prize is available only . to winners faring la 
England, Scotland and wales. Winners with overseas addresses will 
receive a stainless steel FT desk clock. Solutions by Thursday March 5, 
mafkrfl Monday Crossword 9.614 an the envelope, to the Financial 
Times. 1 Southwark Bridge. London SEl 0HL. Solution on Monday 
March 9. Please allow 29 days for delivery of prizes. 

Name.... ....... 

Address , . ■ - 


Solution 9,602 


Winner of Puzzle No.9,602: D.C. Young, Brighton. East 
Sussex. 



•ndVtata*. 


MWRtaH MnmtoTMKI 


rTMftg<nZUM 


0030 

0100 

0130 

moo 

0230 

0300. 

0330 

0400 

0430 

0800 

0030 

moo 

0030 
0700 
0730 
0800 
0B3Q . 
0000 
DBM 
1000 
1000 
1100 
ABO 
1200 
1290 
1300 
1330 
■MOO 
1430 
1900 
1630 
1600 
1830 
1700 
1730 
1800 
1630 
1900 
IBM 
onrn 

2100 

2130 

2200 

2230 

2300 

23M 

2400 


Pud 


-M TVmol 


oG& 

11JM 10.73 

sum- ixao 

71.54 8223 

71.54 9223 

3343 1230 

3343 )Ut 
3343 3000 

1109 . 2307 
11O0 "2307 
2200 2307. 

11.10 2149 

11.08 2140 

11.10 10.74 

11.10 10.70 
1106 18.78 

1TO0 1048 
1100 10.74 

11O0 1048 . 

11.10. 1348 
11.10 1X48 

11.10 2102 

3228 2102 

32-79 2102 

. 32.70 2102 . 

32.7V 2102. 

32.70 2102 

3229 2102 

1030 zim 
1704 2102 

1704 1074 

T704 1074 

1734 1073 

1000 1074 

1098 1074 

1408 2029 

1008 8308 

3028 3026 

3026 ZB.83 

8479 2629 

347V 2503 

1406 2X7B 
1100 2029 ' 

11.10 2328 

1100 1078 

1478 2447 
1908 2078 

1009 . 2070 ; 

1130 1074 


ram 

1073 
1472 
8*09 
0*09 
1472 
3640 
3840 
2343 
2343 
2343 
2106 
2106 
,1074 
1411 
1011 
1640. 
10.74 
1048 
1440 
1548 
2418 . 
2418 
2418.. 
22.10 
22.10 
241B 
.241* 
2410 
2416 

1074 
1074 . 

1073 

1074 
1074 
2K64 
34m 
9081 
2030 
20j64 
.2016. 
24,12 
2004 
3C12 ' 
■K175 
2203 

24.12 

24.12 
1074 


mm 

000 

-.104 
I'M 
1-34- 
1J4 
104 
134 
134 
104 
104 
104. 
104 
nnn 
104 
104 
nnn 
nnn 
. ODD 

000 

000 

104 
104 
104 
104 
104 
. -134 
104 
104 
■104 
nnn 
.000 
- 000 
000 
000 

13« 
■104 
'104 
104 
.104 
. 10* 
-104 
104 
104 
.000 
104 
. 104 
104 
000 



m ES&i a 

5* “■** «» “ rrgBiu m m H»FM 
Aran Mm U «i Mfe <* m MMV « m 

— » .w 1 i)«Mr 

.port .If pad pin ka 



saiwraassarsESg 

3saM»*« 



0100 

0130 

0200 . 

0230 

0338 

0400 

04H' 

nmn 

0880 

0800 

DOM 

0700 

CT30 

0800 


00M 

1000 

10M 

1100 

,11M 

1200 

12M 

1300 

1830 

1400 

-Mao 

1000 

1630 

1000 

1030- 

.1700 

1730 

woo 
IBM . 
1900 
.1930- 
2000- 
2080 . 
2100 . 
21 M 
2200 
2230 
2300 


18.70 2209 

.1806, 2200 
1800 2205 

1900 2206 
1900 2205. 

1808- 2209 
1900 2504 

-1B00 2206 

1906 1608 

1808 1204 

1209 1X70 

1090 1105 

1208 1108 
1X00 IMS 
28.17 SUB 
'3900 **n 9 * 

3701 07.19 

8701 9701 

4X77 4&Q8 

4X78 4X12 

4X77 4809 

4000 4701 

■4007 40.14 

4X77 0102 

4X77 3801 

4006 3X12 

3701 ...4X80. 
*0JB 4X77 
.9X03 4X76 

8X03 4X73 

3X40 .3700 
0600 3800 

3X41 . 4X13 
4003 0700 

4104 44009 
€700 141.79 
BHU *709 
6303 0X26 

- 8300.- 0802 
4701 4X49 

3107 3609 

.4031' 3703 
>107 3507 

2004 ' 3507 
.2700 35.78 

.2000 0109 
2000 1X70 

.1207'. ' .11.79 


1X76 
1204 
1X70 
110S • 
1108 
1X80 
3608 
3X43 
0708 
5700 
4801 
4606 
4X32 
€704 
4608 
0T07 
,3X49 
3X29 

4302 
4309 
4X86 

4303 
■ 3X01 

3X21 
. 5092 
9X58 
15107 
15103 


6001 

4X90' 

-3002 

3702 

3000 

36J04 

3609 

3100 

.1X70 

11.78 


ram 

100 

10a 

100 

100 

100 

100 

100 

100 

100 

n np 
nnn 
000 
OOO 
O0O 
100 
100 
100 
100 
100 
100 
100 
100 
100 
. 100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
. 100 
10Q 

100 

100 

100 

-100 

.100 

100 

100 

100 

100 

100 

000 

000 


■ pwe* . nt- «g -ta mpan sm 

10 ■ jaPBMfclta-Mia* taMta 

•gfflgggggBflPs 

SSMsSfSSfSS 

TtaMM *u <4 htaH tfpnam, 

■4 b I — Ww ta Mpn « 10a tUH 

mpt wr. m— ^ wgaj Z . 

3S35S5SS3E 

*— *** JS taffjniBffS StSmbniS 


5S5S£SSS^SS 

Pk». knto Mmn at pool 




,t* r 

























by turmoil 




r «*" UliM fete. 


Less than a year ago, flrst-tiing 
visitors to a SouthJg nrean • : 

carmaker coaid look -forward to." 
an introductory video extolling 1 •" ' 
tlie company's size.fts parent - 
group’s actrvjtjesfixnn cookies to, 
computers, and its founder’s, 
wisdom and energy. i 

The presentation, as - 
predictable as the bland 
furnishings in the VIP conference 
room where it would be screened, 
would also have trumpeted the 
company's ambitions to "became 
one of the world’s top 10 vehicle - 
makers by early next century. ■ 
The slogans might differ, but. the 
words •‘vision" and “2000" would 
be ubiquitous. 

Even the strategies for getting . 
there were identical: growth in 
the (protected) domestic market 
from ultra-modem new factories 
on reclaimed land near some 
convenient waterstead; spiralling 
exports to. established car 
markets such as Europe 4nd the 
US:andexpansionintonew. 
markets, such as ftMtiw or 
eastern Europe, usuaBy-tbrougir 
local assembly operations to 
circumvent tariff barriers. 

To a large extent, the 
ambitions cametrue.'After . - .. . : 
gaining 40 per centoftfie home- \ 
market, Hyundai Motor. Korea's . ! 
biggest carmaker, revved up its. . 
exports while expanding into 
markets such asJhtfta and ' 

Turkey witonew^foctories. Vuiav. V 

more ambitious ifrafc was mtoe V.‘ 
daring; it bought decrepit^ 


carmakers fcthe- former 
.communist "bloc to gain instant 
. market share. 

; 'At home, it worked day and 
night to develop newproducts - 
: to disguise its humble origins ' 
t» a toi^ venture whh. General 
Motors until a bitter-divorce 
in 1992. Where others might 
: have launched one new car, 
Daewoo mtroducedthree at once. 

Even Ela, formerly second and 
now third to Hyundai in the 
domestic market, did not lack 
chutzpah: Although not part of 
an industrial conglomerate like . 
its rivals, the company still 
thought nothing of helping to 
establish Indonesia's “national" 
carmaker oar mttf n g np assembly 
operationsin aformer dockyard 
in the Russian enclave of 
Kaliningrad. ' ■. !■’ 

Samsung, the biggEst of 
Korea's chaebols, could not be left 
behind: After being rebuffed in 
Its effortsto buy Kia, it decided 
to buhda^owcasecarplantof . 
its own. ' 

What a difference a year 
makes. .Samsung executives are 
probably asking, themselves who 
wiH bUy their new cars, due off 
4he _anyday now.And evenl 
senior jpaew^'managers may be 
wandering h<^ long their motor 
• ixiduslry opgations will retain 
their todepexubnea 
■; •• The nauseis the collapse in the 
^^^^rcg c^w^ ^aqg^t he. . > ... . 

indebted mareilacturers. After ■■ . - 


' v.*r‘ 




falling by 9 per cent to about 
1.5m units last year, Mong-Gyu 
Chung, chairman of Hyundai 
Motor, expects registrations to 
plunge by between 25 per cent 
"at best" and 50 per cent “at 
worst" this year. 

' The market downturn, 
comb ined with Korea's domestic 
credit, squeeze and foreign banks’ 
• more critical approach to • 
lending, bag prompted two 
questions among foreign 
carmakers: how severe Is the 
crisis, and what wiH be its 
long-term effects for the motor 
industry? ' 

. _The answer to both is: 

is negotiating TOfh(»f cm \ 
unspecified cooperation has 




confirmed the severity of the 
situation. The two companies, 
partners until their ill-temptered 
divorce, have had frosty relations 
since, exacerbated by their 
rivalry to buy carmaking 
operations in Poland and 
Ukraine. 

The tables have turned since 
Daewoo’s success in both the 
foreign battles. The contents of 
its memorandum of 
unders tanding with GM remain 
secret However, observers are 
speculating feverishly about 
what the talks may hold. 

No one believes Daewoo's 
agreement to replace Inchcape in 
Servicing GM cars in Korea is the 
end of the story. A bigger role for 
Delphi, GM's components 


- • . vc r-. 


operation, is one of the safest 
bets. J.T.Battenberg. Delphi's 
boss, has made no secret of bis 
determination to expand in 
Korea. Daewoo and Delphi have 
maintained five components joint 
ventures even after the split in 
car manufacturing with GM. 
Delphi may now be interested in 
taking control of some or all. 

A bigger role for GM in 
Daewoo's foreign operations is 
also possible, although unlikely 
as the US group has developed 
alternative plans. Since losing 
out to Daewoo in Poland, for 
example, GM decided to build a 
new "lean" plant on a greenfield 
site. And the appeal of Daewoo's 
factories in Romania or 
Uzbekistan is limited. 


GM's real aim is to raise its 
penetration In Asia, where Korea 
is its weakest link. So the talks 
with Daewoo will probably 
involve some form of production 
agreement to allow GM to use 
Daewoo's plants to build its own 
vehicles. 

The financial details remain a 
mystery. Presumably the deal 
will be for cash. Having worked 
unsuccessfully with Daewoo in a 
carmaking joint venture in the 
past, GM is unlikely to be 
interested in shares - unless they 
come with management control. 

The GM-Daewoo talks are the 
most far-reaching, but by no 
means the only, negotiations 
under way between w estern and 
Korean carmakers. Speculation 


has centred on Kia. in which 
Ford owns about 18 per cent 
directly and through Mazda, the 
Japanese carmaker it controls. 

Analysts have argued Ford 
might take control, either alone 
or with Samsung. Such rumours 
have been denied by Kia, but 
Samsung, meanwhile, has 
confirmed it is in talks with Ford, 
but not about Kia. The situation 
is now so volatile that even ideas 
which might once have been 
considered derisory command 
attention. Samsung might even 
swap its new car plant for 
Hyundai's semiconductor 
activities. Fanciful? Yes. But in 
South Korea's present state of 
affairs, it is a measure of how- 
serious matters have become. 
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Snell shows his 

takeover paces 


It is too tempting not to 
rename Dick Snell, head of 
Federal-Mogul. Schndl. In 
barely three months, the 
former boss of Tenneco 
Automotive has turned the 
once-troubled engine 
components group from a 
snail into a hare by pulling 
off two audacious takeovers, 
more than doubling its 
turnover. 

Suddenly, Mr Snell's 
target to transform 
Detroit-based Federal-Mogul 
into a supplier with sales of 
$10bn a year by 2002 no 
longer looks fanciful. ‘'He's 
not so much fast as turbo,” 
says a colleague. 

Mr Snell, a genial 
56-year-old. is more modest. 
“I knew I had to acquire. I 
knew I had to do it quickly.” 
The problem for Federal- 
Mogul. which had slipped 
into the red after an 
ill-judged expansion into the 
aftermarket, was that it 
either had to grow or be 
faced with takeover, be 
believes. 

Mr Snell opted quickly for 
growth. Just ll months into 
the job. he launched a 
surprise bid for T&N. the 
British engine parts and 
friction materials group. 

The two companies were 
not strangers: Federal-Mogul 
and T&N had discussed 
closer co-operation years 
back. But no one expected a 
takeover, and certainly not 
from Federal-Mogul the 
smaller, and apparently 
weaker, party. 

The T&N deal was 
followed last month with an 
agreement to buy Fel-Pro. 
the Chicago-based engine 
parts and gaskets group. 
While T&N added $3bn a 
year in sales. Fel-Pro has 
brought $500m more. Mr 
Snell’s "Big Hairy Audacious 
Goal" (BHAG) of taking 
turnover to $10bn looks 
entirely within reach. 


Mr Snell says the so-called 
BHAG - set at a meeting of 
Federal-Mogul's top 150 
managers last summer - 
was never formalised. 
"Research shows all great 
companies have over-the- 
horizon goals." The SlObn 
was not a fixed goal: "it just 
raises your sights. At that 
point, none of us had any 
clue how we'd get there”. 

With sales this year likely 
to exceed S5bn (allowing for 
limi ted disposals! Mr Snell 
is. however, already half 
way. 

"It's a good first and 
second step,” he says, 
implying there is plenty 
more in the pipeline. “We've 
got a lot cooking. We've laid 
a base to begin.” 

He will not reveal where 
Federal-Mogul would like to 
strike next. 

One of his first moves 
after reversing the 


disastrous aftermarket 
strategy was to create a 
team to identify potential 
takeovers. The group came 
up with “one or two dozen" 
names which Federal-Mogul 
contacted. “We didn't get 
thrown out,” he says. 

Is the next deal around the 
corner? Mr Snell stresses the 
industry's relentless shift 
towards systems integration 
from manufacturing 
individual parts. 
Federal-Mogul still has some 
pieces to fill in - such as 
valve trains - to become an 
entire engine systems 
manufacturer. 

It also needs to expand 
some activities, such as 
sealings, geographically into 
new markets such as South 
America and Asia. And T&N 
has provided a new business 
in friction. "I find it very 
appealing. It's a big enough 
base on which to build." 



Dick Snell: 'We’ve got a lot cooking. We've laid a base to begin* 


Mr Snell recalls the 
cracking pace set at Tenneco 
Automotive, where be 
masterminded roughly one 
takeover a month. That may 
be harder now; 
Federal-Mogul Is both 
smaller and poorer - 
especially after spending 
$2.9bn on T&N and $720 on 
Fel-Pro. 

However, Mr Snell reckons 


he should soon be able to 
finance another deal So far, 
Federal-Mogul's takeovers . 
have been bankrolled by 
stock and debt. The legal 
niceties meant it could not 
issue mare shares in the US 
until the T&N deal was 
formally dosed. Once that is 
out of the way, 
Federal-Mogul will probably 
issue between $400m and 


$600m in new equity, 
probably around May. 

"Well do a common stock 
offering to get the balance 
sheet back in order. That ~ 
will leave us with . . 
manageable levels of debt to 
go forward.” The aim is "to - 
get enrmgh equity out there 
to please the banks, rating 
agencies and bondholders, 
without diluting 


FtacVr &<n dTi Cott 

shareholders too much’'. 

And wbat of the future? 
"We've begun a . 
consolidation' trend in the 
powertrain and. sealings 
area.” Potential forgets* 
worried that rationalisation 
is now inevitable, have 
become much more . 
amenable to talks. 

-Hai&Simonian 


BBA’s thwarted Quarta 


not be an idle man 


Remember Bob Quarta? For 
a week or so in 1996 the chief 
executive of Britain's BBA 
industrial group was in 
every business supplement 
after airing ambitions to buy 
Lucas, the much bigger UK 
components group, writes 
Haig Simonian. 

Mr Quarta has slipped to 
the sidelines since the 
proposal, which left many 
institutional investors 
uneasy, was dropped and 
Lucas's transatlantic merger 
with Verity went ahead. The 
rest as they say. is history. 

But Mr Quarta has not 
been idle since being 
thwarted. 

Buying Lucas would have 
given BBA just the sort of 
partner it may need to find a 
long-term future for its 
friction business. 


BBA is the world's 
second-biggest maker of 
friction products, such as 
brake pads. Internationally, 
it trails Allied Signal of the 
US. while in Europe it is 
already top dog. 

The problem, though, is 
that as automotive 
components move 
inexorably towards systems 
integration, a maker of 
friction products, no matter 
how big. looks exposed. 

For most observers. Items 
like disc brake pads are just 
commodities installed in 
more complex systems 
involving hydraulics or 
electronics. BBA makes 
plenty of pads but is absent 
from any of the control 
mechanisms that operate 

fhflTTl- 

For Mr Quarta, a 


48-year-old I talo- American, 
friction products are much 
more. “Friction isn’t a 
commodity. It's a Tier 1 
operation: original 
equipment manufacturers 
stipulate which brand they’ll 
use." 

His theme is focus. Since 
taking the reins at BBA in 
1993 he has divested a 
number of businesses - 
notably clutches - on the 
grounds they could not 
compete internationally as 
the motor Industry 
consolidated. 

"We didn't see the ability 
to develop that Into a global 
business,” he says. 

Friction, by contrast, has 
already reached critical 
mass. BBA ranks second to 
Allied Signal worldwide, 
while in Europe it is number 
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one. Friction products 
should account for about 30 
per cent of BBA's estimated 
£i.2bn sales in 1997. 

Mr Quarto's aim is to 
expand its US business to 
match its strengths in 
Europe. BBA's previous 
management had already 
c ommis sioned a 
state-of-the-art factory in 
Virginia to chase new 
opportunities. 

But while they had 
recognised the need to be in 
the world's biggest vehicles 
market they had not won 
any business there. 

“They built on spec," he 
says. 

That has changed thanks 
to Mr Quarto's contacts (he 
formerly ran part of another 
British conglomerate. BTR). . 
The unexpected emergence . -. 


of quality problems at some 
local competitors helped, as 
US carmakers were wilting . 
to entertain a pitch from an 
outsider. BBA's US offshoot 
is now on target for annual 
sales of $100m by 2000. 

But growing the US - 
business and developing 
operations in South 
American and Asia does not 
remove the more 
fundamental question. Are 
friction products for the 
motor industry a long-term 
business for BBA? By Just . 
making brake pads, it risks 
isolation as the industry 
moves towards greater . ' . 
integration. 

Mr Quarta acknowledges 
the trend. However, he notes 
that Lucas Varity, Bosch and 
HUT - the world’s three main 
braking- groups — have so far 


adopted differing approaches 
to integrating friction 
products in their systems. 

Hfo priority is to fill any 
geographical gaps in BBA's. 
coverage ^giving It a 
stronger position in any 
negotiations that might take 
place. "I want a seat at the 
table in any discussions with 
the vehicle makers.” he says. 

What does that say about 
BBA’s commitment? Buying 
a brake maker is out Lucas 
has gone and the other, 
players are- far too big. A 
sale or joint venture 
(through merging BBA’s 
friction activities with a . 
braking group) seem the ■■■ 
only options. 

*We think it would be ■ 
premature to sell at the . 
moment as: there’s stiff more -. 
value to extract,” he says. 


Folz gets down to business 


Jacques Calvet he is not. 
Compared with the 
showmanship of his 
inimitable predecessor, 
Jean-Martin Folz. recently . ' 
installed as president of 
French automotive 
Peugeot-Citro&n, group, 
seems positively low key, 
writes David Owen. 

But, after a quiet start Mr 
Folz, 51, has set about 
putting his stomp on his half 
of the hard-pressed French 
car industry with a 
vengeance in recent weeks. 

This process began in . 
January when the carmaker 
unveiled a sweeping 
reorganisation designed to 
cut costs and revitalise Its 
two main brands. At the 
heart of the plans is a 


reconfiguration of assembly 
plants, most of which are . 
dedicated to one marque or 
the other. In spite of the 
Car-reaching consequences, 

Mr Folz typically described 
the move as “an evolution 
that is storting" rather than . 
a revolution. r r .” 

He followed this up witha •_ 
trip to Brazil to sign an - 
agreement to build a new 
100,000-unit production plant 
that will be vital to the 
group’s goal of selling a 
substantially higher 
proportion of its cars outside 
Europe. 

Finafiy, he had the 
gumption to conduct a 
subs tantial cleaning up 
.exercise - dubbed “operation 
vSrite" - on the company’s 


acpunts-The associated 
one-off, charges have pushed 
the group deep into the red 
for 1997. : 

A reputedly Indefotignable 
worker whooozes 
enthusiasm for the ■ 
industrial side of his new '• . 
responsibilities. Mr Folz . - 
seems exactly the type of . ■ 
hands-on. nitty-g rit t y • • ' 1 . 
manager FeugeofcCitrpen . 
needs at present as it seeks:; 
to improve inadequate . 
operating margins; in the ? 
face; of intensifying 
co mpet ition. ..... 

What is not-yet (dear is 
whether he wilt develop Mr : 
Calvefs unmistakable- 
leader’s aura. He will 
proj^lyneed.itrif he'has. 
ambitions for a long . reign. 


New and updated 


Mr BMW 
makes a 
doughty 
debut 


Europe's carmakers have a 

- new champion in Bemd 
Pischetsrieder. the genial 
c hair man of Germany's 
BMW, who took over as 
president of the European 
Automobile Manufacturers' 
Association at the beginning 
of the year, writes Haig 

- ShnomaxL. 

As one of the continent's 
relatively few manufacturers 
to own car companies in 
more than one EU country - 
BMW also has-Britain's 
Rover under its belt - Mr 
Pischetsrieder is arguably 
better placed than most 
counterparts to be the 
figurehead for Europe's 
motor industry. 

At his debut in Brussels, 
Mr Pischetsrieder's 
performance suggested he 
should be a doughty 
representative for the 
industry. ... 

Recognising the inexorable 
pace of consolidation among 
carmakers, he emphasised 
European manufacturers 
. would continue to command 
a seat at the top table. 

But, like Alex Trotman, 

. Ford's chairman on the 
other side of the Atlantic, Mr 
Pischetsrieder called for 
greater harmonisation of 
international technical rules 
and standards to avoid 
costly duplication. “What we 
now need is a globalisation 
of technical requirements 
and a worldwide 
commitment to unify rules 
and technical standards in 
order to avoid a waste of 
money and resources,” he 
: argued.- 

Trade and the 
environment were his other 
main themes. Mr 
Plschetsarteder echoed, albeit 
more loudly; the view of 
' Louis Schweitzer, the 
' Renault chairman and his 
. predecessor at the 
association, that the. . 
“gentlemen's agreement" 
limiting J apanes e ,car 
- exports to Europe would not 
be extended. , 

He also seemed relatively 
relaxed about the big 
competitive edge Asian 
carmakers have gained 
following the sharp currency 
depreciations in. the region. 
Japanese and Korean 
manufacturers would try to 
benefit with low-priced 
exports to Europe, “just as 
■ BMW. for example, did in 
the US”. 

Mr Pischetsrieder's 
position on environmental 
issues - always at the 
forefront hr Green-minded 
Germany - stood out for its 
practically- 

v While steering well away 
. from the sometimes 
vehement criticisms of the 
/enviKinmehtaT 
made by some predecessors. 

. Mr Pischetsrieder was 
: deatly no pushover for the 
Greens. 


Rolls set to be show- 



The biggest draw at '. 
Geneva’s motor show next 
month will not be mass 
market models, such as the 
new Astra from General 
Motors’s European 
subsidiaries, but a car sold 
In infinitely fewer numbers. 

After 18 years with barely 
a change. Rolls-Royce Motor 
Cars will unvefl Us new 
Rolls-Royce and Bentley 
saloons. 

It is every schoolboy’s 
dream to sit in a Rolls-Royce 
at a motor show. However, 
these newcomers will elicit 
very serious interest in view 
of last November’s decision 
by the Vickers parent 
company to pot Rolls-Rqyce 
up for sale. Analysts will be 
running a rale over thenars - 
to gauge then- profit 
potential for Rolls-Royce’s 
future owner. Some may 
reconsider their view that 
the company is BMW's for 
the asking: the V8 and V12 
engines and other key 
components are all coming 
from the German group. 

Most visitors to the 
Geneva show, however, win 
simply be curious to see 
what the new models, likely 
to cost more than the 
£111,000 base level for the 
current range, look like. . 

The few ‘spy’ photographs 
to have emerged suggest the 
new cars are lighter, sleeker 



SeteentK more attractive than the Ctnquecento it raplaces 


and less thir sty than their . . 
predecessors. Their styling / 
echoes Classic Rolls-Royce 
themes - rather lost cm. the . 
current models - of rmznded' 
headlights and vertical front 
indica to rs, wminiwon i-of 
the pemtitimate range. 

Mcanwirile r the sweeping 
rear harks back to even * 
eariier models. First driving 
impressions should .appear - 
at the end of this month.- - 

Fiat fanfare ^ 

Fiats new Seicento conld - r 
hardly.be more dtflferent 
Hie successor to the ? 
Polish-built and .highly 
popular Cinquecento win •;/’ 

cost a fractiou of the new - ; 
Rolls-Royce or Bentley, and • -. 
could probably almost fit in . 
the boot, . . 


- TOe-Seicento-ehareg jhe ■ ' 
same platform bnt is more. ' 
rounded than the attractive 
but boxy Cinquecento. The . 
interior has-been Updated, - 
notably, the ar rfuri ff - x- 1 
dashboard- WiUi sax 
loternatioiial Launch T 
following hard.<mthe boois 
of the G«ieva show f the 
first road teSte shonld be 
published ground _ 
mid-Mardu : • ' ■' * - r '■ ■ 

ir-i » '•• ‘ 

Firtui^:F6^ ^ 

M eairv^eHP^asaq>ecfed 


teste ^^n^generetibUs 


The. cpmpany jnay try to 
whebcustomers’ fan cy by 
exfaibitfnga lightly- . 
disguised “concept” car. 


based on the new Escort 
Some, observers reckon Ford 
may go-so Ear-as to display a 
version of tee car itself, just 
as GM did with the Astra in 

- an attempt to thwart rival 
Volkswagen’s new Golf - 

1 launch at the Frankfurt 
-motor show last September. 

- ./ . Genera may also prove 
the venae There Ford will 
finaUy say whether it win 

- retain; the Escort name. 

After -hinting Escort had 
passed. Its “sell-by date”, the 
company’s latest word is 
teat ft’ may be. safer to keep 
the name after all. • 

• Ford will alto use the . 
Geneva show to flesh out its 
plans to'lannch its 
up-market Lincoln brand in 
Europe. The company is 
expected . to announce it win 
start selling Lincoln's new 
IJhi and LS8 six and 
ei $fcfrcyttnder models In 
Eofope next year, 
j What is definite ls that - 
Ford’s stand will feature the 
stylish new Cougar oonpe in 
Pride of place. Revealed at 
Detroit as a Menmry modeL 
the PS httilt Congarwdl be . • 
sold In Emtveas-a Ford tod 
wHIbe all butidenticaltn 
US versionbar tome 
mmor-8ly1ing ivreaks,aoch 
to lessbulbousbampers. ; 

Haig Simonlart; 
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TTi^ ^ rnany changes in the relationship between carmakers and their suppliers in recent years. On this 
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Potential for more 
M&A still exists 


Car assembly plants and their 
suppliers are forging ever-closer 
links, says Haig Simonian 


Hungry production 


need constant feeding with components 


Carmakers are feeling uneasy 


The pendulum may be swinging in the component 
makers’ favour. John Griffiths reports 


The world's leading 
carmakers are now 
wondering seriously if they ' 
have opened the automotive 
equivalent of Pandora's 
box. • 

They have sought to cut 
costs, shorten new product 
lead times and generally 
make life easier- for 
themselves by devolving to 
suppliers much of the 
burden of designing; 
developing and 

manufacturing entire 
component systems - such 
as dashboard modules or 
axle assemblies - which the 
carmakers can then install 
quickly and simply on the 
production line. 

They have asked suppliers 
to follow them down the 
path to globalisation and set 
up . components supply 
operations wherever in the 
world the carmakers need or 
wish. 

Spurred by the duly 
promised rewards - of ’• 
bigger, long-term orders and 
potential rivals struck off 
the carmakers' supplier lists 
- the main suppliers in 
the components -industry 
have responded 

enthusiastically.. 

Through acquisitions and 
mergers they have "been 
busily reshaping the 
components supply chain to. 
the point where, in some key 
component sectors such as 
braking Systems, there are 
now only a handful of 
suppliers with the required 
global - and technological 
capabilities. 

The combined sales of the 
components sector, now. 
around 5260 hn annually , are 
growing much moire rapidly 


than the turnover of: the 
vehicle makers themselves, 
and on current trends will 
continue to do so. 

In the past few months, 
the carmakers’ unease about 
this scenario • -has- been 
heightened by another trend 
which 7 has been emerging 
with growing clarity. Where 
rationalisation initially 
involved companies engaged 
in essentially the same busi- 
ness, now the leading com- 
panies are starting to forge 
alliances across - traditional 
sector boundaries. - 

As an example,- at this 
week’s annual Society of 
Automotive Engineers (SAE) 
gathering in Detroit, Breed 
Technologies of the US, one 
of the bigger concerns to the 
vehicle safety systems sector 

- notably seatbelts and air- 
bags — wDl flesh , out the 
details, of a jotot venture 
with ; the - automotive 
operations of Siemens, - the • 
German electronics group. 

-The venture provides for 
Breed to pool its physical 
restraint system know-how 
with Siemens' expertise in 
advanced sensor electronics. 

Subject to final approvals, 
the US components group 
Federal-Mogul is acquiring 
the UK’s T&N, gaining the 
British group's expertise to a 
number of fields to which 
Federal-Mogul’s own know- 
how was lacking. Verity Cor- 
poration of the ' US has sold 
its Perkins diesel engines 
subsidiary to Caterpillar to 
create the world's biggest 
single diesel Engine supplier 

— and- one which bag given 
Caterpillar, for the first time, 
a presence to virtually every 
engine size sector in the 


global market 

The dinrinistitog ’ propor- 
tion of revenue from a fin- 
ished car going to the car- 
maker is illustrated well by 
electronics systems. Their 
use has already risen to 
exceed in value the steel 
content of the average car. 
and is still growing by 
around 20 per cent per year. 
As Ford recently pointed 
out, some cars - Intending 
its mass market Taurus 
model - already contain 
mare computing power than 
was deployed in the US 
moan landings. 

The future added- value 
deriving from advanced 
transport communications 
technology will be much 
higher yet, as installation 
becomes widespread of high- 
value systems such -as satel- 
lite navigation, automatic 
crash location and emer- 
gency signal sending, colli- 
sion-avoidance radar and 
even, on-board internet 

Large mfcxrmational tech- 
nology companies such as 
Microsoft and Intel are also 
seeking a slice of the auto- 
motive cake and are now 
adapting games, internet 
and other technologies for 
integrating into car systems. 

While the car groups pon- 
der the nature of their rela- 
tions with suppliers the com- 
ponents groups themselves 
are finding occasional cause 
alSO- for dififlburinn. 

Vehicle producers make 
much of the savings they 
say they can achieve by 
using a much smaller num- 
ber of vehicle platforms - 
the basic engineering struc- 
ture of a car - than In the 
past. Such platforms are 


intended to be for global use. 
further saving costs. 

The idea that global 
vehicle platforms mean 
global components, with all 
the implied benefits of scale 
economies and cost-savings 
in research and develop- 
ment, has turned out to be a 
rather simplistic one, how- 
ever. 

Market tastes, varying 
governmental legislation to 
areas such as safety and 
emissions and other factors 
are still requiring vehicle 
makers to fltffarantiat-p their 
platforms between regions, 
with substantial knock-on 
effects for the components 
supply industry, says Kevin 
Mann, of consulting group 
CSM Europe. 

When it conies to forecast- 
ing market demand, even for 
companies such as Ford 
“projecting how many , con- 
sumers will pay for a given 
feature makes meteorology 
look like an exact science”, 
says Mr Mann 

Some lfi months ago, for 
example. Ford announced 
that it would fit side airbags 
to almost all its vehicles, 
encouraging General Motor 
and Chrysler to follow suit. 

Lear, Johnson Controls 
and other big suppliers of 
seats thus started developing 
seat programmes engineer- 
tog in ride airbags - com- 
plex programmes involving 
considerable investment. 
Then came the “deadly** air- 
bags furore to North Amer- 
ica and what looks like a 
retreat by all three on ride 
airbags in that continent. 

But to Europe, where air- 
bag specifications differ, 
there has been no such con- 
troversy, and fitments of 
side airbag seats are rising 
rapidly. So much for 
“global" seating systems. 
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Gently with the brakes . . . 


Two years ago, at the SAE 
conference to Detroit; 
Hermann Scholl, rTiahman 
of Robert Bosch, astonished 
delegates by buying Allied 
Signal's light braking 
activities. Amid all the talk, 
here was systems 
integration and global- 
isation to action. Has he 
anything up ins sleeve this 
time round? 

“We are in segments 
which all show tremendous 
growth,” says the tall. 
62-year-old Swabian, who 
has been with the company 
for 26 years, the last 4 J A as 
rfiah - irmn. While 
monitoring the Asian front 
closely for opportunistic 

deals in the wake of 
economic turmoil, he 
implies all Is otherwise 
quiet 

That does not mean Mr 
Scholl has lostfaitbin 
rationalisation among 
supply companies. As the 
world's second-biggest 
independent car parts 
group, with automotive 
sales of DM2S.7bn, Bosch 
counts among the 
pacesetters in the industry- 

But for Mr Scholl, the 
fixture involves further 
concentration without 
eliminating smaller 
specialists. “There is a 
trend, towards 
concentration,” he- says. 
“But I believe that for some 
products even relatively 
small -companies will 
remain Her l suppliers.” 

Geography and 

technology wiB continue to 
dictate the pace of change. 
Globalisation among 
vehicle manufacturers 
means successful suppliers 
have to follow. 


“You’ve got to be to 
Europe, North and South 
America and key parts of 
Asia, otherwise. you're hot 
regarded as a major 
supplier,” he says. 

Technological complexity 
has upped the stakes: Mr 
Scholl Is convinced modules 
and systems will become 
paramount “We have a 
growing trend towards 
modules.” 

But he reckons the moves 
towards systems will tend 
to be slow and steady, 
rather than characterised .. 
by abrupt takeover-induced 
' leaps. “Under normal ‘ 
conditions, we prefer to 
grow oh our own but only 
In very specific cases 
through.'* T : • . • 

That may sound a little 
odd Cram the company 
which triggered the latest - 
consolidation wave in 
braking. Baying Allied 
Signal's Bendix braking 
side expanded Bosch's US 
coverage overnight and 

t ransf ormed it from 2 . 
company best known for 
electronic braking to one 
pro viding ftvnndartnti . . 

brakes as welL 

Allied Signal's operations 
have how been 
incorporated to a • 
restructured Bosch braking 
division, established at the 
beginning erf last year. With 
sales of DM6. 4bn to 
1997, braking is now 
the biggest part of Bosch's 
automotive operations - •• 
itself the largest single 
element of the grotto’s main 
business. 

.Although there may be . 
no more big acquisitions 
forthcoming to'brafctog, Mr 
Scboll remains confident 


about growth prospects. 

His focus is cm electronic 
traction control systems, 
which he believes are 
poised to break into the 
volume market just as ABS 
emerged from hydraulic 
braking about a decade ago. 

Bosch is the leader to this 
field. Its Electronic 
Stability Progra m me uses 
sensors to detect untoward 
lateral movements to a 
car's progress - say, at the 
begtoiritog of a spin - and - 
applies the brakes 
selectively to restore 
stability. Restricted at the . 
outset to Mercedes-Benz, 
Audi and BMW luxury 
models, the system, 
developed over the past 
eight years, looks set to 
reach the mass market 

soon. 

. The reason is the 
unhappy birth. of 
Mercedes-Benz's hew A 
cues car, which 
embarrassingly toppled 
over to the now infamous 
“elk test" last October. 

Since then, the car bas been 
extensively re-engineered, 
with the inclusion of ESP as 
standard rather than as a 
pricey option. As drivers 
become familiar with ESP's 
capabilities,' they will 
demand it on a much wider 
variety of models, he 
believes. . 

But braking is not the 
only area where Mr Scholl 
reckons Bosch's 
combination of technologies 
has put it to good stead. He 
is upbeat about the growing 
links between in-car 
entertainment, navigation 
systems and mobile 
telephony as their 
respective technologies 


start to overlap. 

Bosch has already moved 
quickly off the mark, with 
the world's first, 
standard-sized car radio 
combining a GSM mobile 
phone. “It makes obvious 
sense to use installed 
facilities which are 
provided for the radio." 

The nest step will come 
when real-time traffic 
information becomes freely 
available via digital radio. 
That will then be 
incorp or ated into route 
planning software used 
together with onboard 
navigation systems, which 
Bosch also produces. 

Bosch' TravelPilot, one of 
the two leading on-board 
navigation brands on the 
market. Is already being 
fitted as a factory option by 
a number of carmakers. 
“What comes next is to link 
these autonomous systems - 
with traffic data,” he says. 

But the competition has 
toughened even for a giant 
like Bosch after the sale 
late last year by Philips of 
its in-car electronics 
activities to Mannesmann. 
The deal included Carin, 
the Philips onboard 
navigation system and 
TravelFilot’s mam 
Mmpetitor. 

Philips was a doughty 
rival, even for Bosch. But 
with Mannesmann now 
merging the business with 
its VDO car electronics 
subsidiary, which 
specialises to instruments 
such as speedometers, the 
battle for space on the 
dashboard is likely to grow 
hotter stflL 

Haig Simonian 


As Mr Mann points out, 
even something as seem- 
ingly simple as a manual 
seat adjustment system can- 
not be assumed as a global 
item. Americans prefer a 
lever actuator for the seat 
rechner. Europeans prefer a 
rotating knob. Regional 
taste, to short, has a direct 
impact on design require- 
ments for the same platform, 
even though installation of 
the feature is 100 per cent for 
both regions. 

It is the prospect of fewer, 
increasingly powerful - and 
potentially less biddable - 
component suppliers 
accounting for an ever 
greater proportion of the 
value of a finished car that 
has the carmakers them- 
selves so worried. 

When big new contracts 
are awarded in future, or 
come up for renewal, the 
component producers’ tail 
may soon have the muscle to 
try wagging the carmakers' 
dog. 

If it does, the whole indus- 
try could face another struc- 
tural re-think. 


EUROPE 


The dominant themes in the 
components sector, of 
consolidation and systems 
integration, which have been 
evident globally, have been 
particularly marked in 
Europe, home to many of the 
world's biggest suppliers. 

Mergers and acquisitions 
have continued briskly, with 
the pace held back only by 
the decreasing number of 
takeover candidates and by 
rising prices for those that 
remain. However, 
investment bankers say 
there is still considerable 
potential, particularly 
among medium-sized, 
family-owned companies in 
Germany and Italy where 
first-generation founders are 
now giving way to 
second -generation inheritors, 
who may not be as tied to 
continued ownership as 
their parents. 

The shift to greater 
systems integration has been 
evident particularly in new 
models or restructured 
factories. The Smart, the 
two-seat urban vehicle built 
by the Micro Compact Car 
joint venture between 
Mercedes-Benz and 
Switzerland's SMH watches 
group, has taken integration 
and the use of modules to 
new heights at its greenfield 
plant in eastern France. 

Even with less radical 
models. Europe's suppliers 
and vehicle makers have 
been working together more 
closely. Fiat's factory at 
Melfi, to southern Italy, was 


one of the first “‘new- 
generation" plants of tbe 
1990s to bring suppliers on 
site to streamline logistics 
and cut costs. Since then, 
other carmakers have 
restructured their operations 
- space permitting - to 
make room for components 
companies on site. 

Ford's Spanish plant in 
Valencia, which is 
surrounded by plenty of 
unbuilt land, now bas a 
growing supplier park 
adjacent to it, with direct 
links by overhead conveyors. 
The creation of the park 
went band in hand with the 
development of Ford's small 
Ka hatchback, underlining 
the fact that the pace of 
change is usually linked to 
the introduction of new 
vehicles designed from the 
outset to incorporate 
modules built by suppliers. 

At Valencia, the adjacent 
component companies pro- 
vide various modules, 
including the welded front 
end assembly, which would 
have normally been made by 
Ford internally. 

Even bastions of tradition, 
sucb as Mercedes-Benz, 
where outsourcing is addi- 
tionally hampered by restric- 
tive German labour arrange- 
ments, have been moving in 
the same direction. Merced- 
es-Benz's Rasta tt plant in 
southern Germany, heavily 
restructured for the new A 
Class car, now also bas a 
small supplier park. 

But the most intriguing 
development in Europe - 
and the one with potentially 
the greatest long-term signif- 


icance for the motor indus- 
try worldwide - is one about 
which the details are still 
scarce. 

Late last year, Magna 
International, the highly-ac- 
quisitive Canadian body and 
interiors group, bought a 
controlling stake in Aus- 
tria's Steyr-Daimler- 
Pueh group. SDP, a complex 
company, has a variety of 
activities. These Include 
building vehicles under con- 
tract for Mercedes-Benz and 
Chrysler, and product 
design, development and 
engineering through its 
Steyr-Daimler-Puch Fahr- 
zeugtechnik subsidiary'- The 
deal is believed to mark the 
first time a supplier has 
moved so firmly into activi- 
ties normally associated 
with a carmaker and. for 
some observers, marks the 
beginning of a trend. 

Others have argued the 
SDP deal was a one-off: Mag- 
na's founder, Frank Stron- 
ach. is Austrian and has 
retained close links with his 
mother country. And Magna 
works closely with Chrysler 
to many locations, suggest- 
ing the SDP purchase would 
not have happened without 
the US group's tacit know- 
ledge and blessing. It should 
not, therefore, be seen as 
indicating a threat to the 
role of carmakers from sup- 
pliers, the contrarian view 
argues. 

Which is right? It is too 
early to assess the long-term 
impact of the SDP deal until 
Magna is more forthcoming 
about its future plans. But 
for anyone looking for evi- 
dence that the pendulum in 
the relationship between car- 
makers and suppliers is 
swinging in the latter's 
direction, this is probably it 
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Smaller companies are 
facing uncertain future 

New lines are helping to keep employment levels up, says Scott Shifrel 
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SOUTH KOREA 


JAPAN 


When Nissan Motor reacted 
to the Asian financial crisis 
and Japan’s prolonged 
slump in auto sales by put- 
ting pressure on its main 
supplier of exhaust systems 
to cut costs, the supplier - 
Tokyo-based Calsonic - had 
to react quickly. 

But, rather than reduce 
the workforce, the leading 
Japanese manufacturer of 
auto components, with more 
than Y32Gbn in worldwide 
annual sales, decided to shift 
its workers into new lines, 
such as the manufacture of 
integrated transit systems 
which alert drivers to traffic 
jams. 

It was the sort of strategy 
that has kept the 60-year-old 
company, which also manu- 
factures air conditioners, 
radiators, silencers, air 
cleaner parts and catalytic 
converters, ahead of a curve 
that has seen vehicle sales 
shrink to 10-year lows in 
Japan and in Asia, says Tsu- 
neo Maeda, a senior planner 
with the company. Japan 
produced 13.5m cars in 1991 
but has since seen that num- 
ber decline. 

“We hit the bottom two or 
three years ago" when the 
nation produced 10m cars, 
says Yukio Kutani, director 
of the Japan Automobile 
Parts Association’s interna- 
tional division. 

The decline of vehicle pro- 
duction in Japan - due to 
market saturation, weak 
domestic demand and a con- 
tinuing Asian financial crisis 
- is well known. But what is 
less widely recognised is 
that parts makers which 
supply large companies such 
as Toyota, Nissan and 
Honda have suffered just as 
much as the carmakers, if 
not more. 

While auto production 
rose to 11m units last year, 


most of the increase was the 
result of export sales boosted 
by a decline in the value of 
the yen. Overall, even 
exports are slowing, having 
plunged from from a high of 
6.7m in 1985 to 3.7m vehicles 
in 1996, Mr Kutani says. 

The slump experienced by 
Japan’s vehicle makers has 
carried over to the parts 
industry, whose 1997 sales 
totalled YiSbn - - down 
more than 7 per cent from a 
peak of Y14bn in 1991. 

While the Industry has 
seen few bankruptcies, some 
believe more mergers will 
occur and new alliances will 
be formed. The hardest-hit 
companies will be smaller 
ones. While the Japan Auto- 
mobile Parts Association has 
about 500 members, govern- 
ment estimates suggest 
there are closer to 5,000 parts 
companies throughout 
Japan, many of them very 
small operations. 

Citing moves earlier this 
decade by Toyota and Ford 
to raise their stakes respec- 
tively in Daihatsu, a small 
carmaker and Mazda, Peter 
Boardman, an analyst at 
UBS Securities, predicts 
more mergers and acquisi- 
tions in the car parts indus- 
try will follow. As many as 
half the nation's parts com- 
panies could close or be 
acquired over the next 20 
years, he believes. 

That sort of Darwinian 
economic view would seem 
to be supported by world- 
wide trends that saw the 
number of US parts compa- 
nies cut from 30,000 in the 
late 1980s to about 8,000 now. 
Mr Boardman notes. Ford 
has predicted the number 
eventually will drop to 85 
worldwide. 

The Japanese auto parts 
industry has already seen 
some of that shrinking with 
last summer's acquisition of 
Zexal, a former Isuzu-affili- 
ated supplier of high-pres- 
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Denso 


Adapting to 
conditions 


Even in Japan, few people 
apart from auto buffs 
would be familiar with the 
name Denso. But In the 
industry the company is 
revered as the bluest of 
Japan’s bine chip 
component manufacturers. 

Originally a division 
within Toyota, which stQl 
has a 24 per cent stake in 
the company, Denso today 
boasts among its 
customers most of the 
world's leading vehicle 
makers apart from Nissan, 
traditionally Toyota’s chief 
domestic rival. 

The company, which 
makes everything from car 
air conditioners to fuel 
injection systems and 
navigation systems, has 
also been a model among 
Japanese companies in 
terms of profitability. Its 
consolidated return on 
equity at the end of March 
1997 was 7.6 per cent, 
compared with 6.8 per cent 
for Toyota. Group 
operating profits margins 
were 8.1 per cent, 
compared with 5.4 per, cent 
at Toyota. 

But in the recent 
difficult trading 
environment facing the 
Japanese industry, even 
Denso has had to adapt its 
strategies to changing 
market conditions. 

“The weakness of the 
Japanese auto market 
means the components 
market will become even 
more competitive," 
emphasises MJchio Oiwa. 
executive vice-president. 

The situation is forcing 
the company to look 
increasingly outside its 
traditional markets for 
future growth. 

In its latest corporate 
plan, Denso has Identified 
three areas where it 
believes growth is still 
possible. The first is new 
products which are not 
currently part of the 
market For example, air 
bags which were not part 
of a car just five years ago 
are now increasingly 
standard components. 

However, the speed of 
technological develop- 
ments means that even the 
mighty Denso is finding it 
increasingly difficult to 


stay at the leading edge on 
its own. Instead, 
component makers will 
Increasingly supply each 
other with parts, he says. 

Another area where 
Denso is seeking growth is 
in overseas markets, 
particularly among foreign 
automakers. Although the 
company has manufac- 
turing facilities 
throughout the world and 
supplies most of the 
world’s leading 
automakers, Denso has 
remained surprisingly 
dependent on Japanese 
customers. 

The company has also 
adopted global accounting 
standards which are only 
beginning to gain wider 
acceptance In Japan, such 
as return on equity and the 
use of consolidated 
accounts, as key measures 
for self- 

assessment. It has stated, 
for example, a goal of 
achieving a return an 
equity of over 10 per cent 
in 2005. 

The third area where 
Denso aims to expand its 
business is in new 
applications of its 
technologies. The Denso 
name can already be seen 
on cellular telephones in 
Japan and the company is 
also a significant 
manufacturer of barcode 
readers. 

While it will take some 
time for these new 
products to generate 
profits. Denso aims to 
increase the sales 
contribution from new 
products to 10 per cent by 
2000 from 6.5 per cent 
currently. 

With the Japanese 
economy in the doldrums, 
Asian markets reeling 
from the impact of 
currency turmoil and the 
need to invest substantia] 
stuns in new, environ- 
mentally sound technol- 
ogies, Denso faces a 
difficult period ahead. 

But given its track 
record, the odds are that 
the company will emerge 
from its latest trials even 
mare competitive than 
before. 

Michiyo Nakamoto 



sure pumps, by the German 
giant Bosch, hi addition, Cal- 
sonic recently purchased 
Tokyo Radiator. 

Automakers have also 
reacted to the economic 
pressure to add more value 
at lower cost by allowing 
their affiliated parts compa- 
nies to seek business else- 
where, Mr Boardman points 
out 

Yet economic pressures 
have also had just the oppo- 
site effect, says Enda Clarke, 
industry analyst at Dresdner 
Kteinwort Benson in Tokyo. 

“Most successful compa- 
nies have actually strength- 
ened their ties," Mr Clarke 
says. Automakers need to 
develop new cars more 
quickly and keep costs 
down, so they need to work 
even closer with the parts 
companies on whom they 
depend. 

It is true that Isuzu sold 
its stake in some of Its parts 


suppliers, and there have 
been same large mergers of 
other parts companies, but 
mergers and divestitures 
will not save money unless 
workers axe let go or other 
cost savings are found, be 
notes. 

At the same time that they 
face a need to cut costs and 
remain competitive, Japa- 
nese auto parts makers are 
undo: pressure to continue 
investing In costly R&D to 
keep up with, if not lead in, 
fast-paced technological 
developments. Growing envi- 
ronmental concerns, In par- 
ticular, are spurring Japa- 
nese parts companies to 
maintain a high level of 
R&D spending. 

In a bid to maintain, 
growth, Japanese auto parts 
companies are also being 
forced to expand overseas 
and seek more business with 
non-Japanese vehicle mak- 
ers. 
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Components 



Victims of quality success 

Technological improvements have depressed demand in the aftermarket, reports Nikki Tait 


NORTH AMERICA 


For North American auto 
components manufacturers, 
the past six months have 
been marked by a weak 
domestic aftermarket but a 
more encouraging - albeit 
mature - original equipment 
sector. 

The uninspiring conditions 
in the aftermarket can be 
blamed on a variety of fac- 
tors. The Improved quality 
of original equipment parts 
has tended to depress 
replacement demand, mean- 
ing that some companies 
have effectively become vic- 
tims of their own product 
advances. The weather, too. 
has been unhelpful, with a 
fairly mil d- summer and an 
El Nino-warmed winter 
sending fewer car-owners to 
repair shops. 

According to the Automo- 
tive Parts and Accessories 
Association, total aftermar- 
ket revenues in the US (at 
the retail level) reached just 
over Sl51bn last year, up by 


about 5 per cent from 1996. 
This, however, Is an all-em- 
bracing figure covering the 
likes of maintenance, repairs 
and fuel. Analysts see the 
underlying market for parts 
the ms elves as more sluggish; 
over the past three years, 
replacement part sales have 
generally risen by less than 
l per cent annually. 

The original equipment 
market on the other band 
has been sustained by the 
strength of the US economy. 
Total US vehicle sales 
topped 15m units for the 
third year running in 1997, 
providing a fairly stable 
demand base for indepen- 
dent auto parts suppliers. 
And, in spite of a sudden 7 
per cent decline in January's 
auto sales, most analysts are 
still expecting another 
steady year in 1998. 

Against this broad back- 
cloth, independent compo- 
nent suppliers have been 
faced with a mixture of chal- 
lenges and opportunities. On 
the one hand, the stable, but 
less than stellar, environ- 


ment makes pricing competi- 
tive and continues to ensure 
that companies search hard 
far cost-efficiencies. 

But, cm the plus side, the 
car manufacturers' own 
increased attention to costs 
has encouraged more out- 
sourcing of parts require- 
ments. This, then, provides 
good growth opportunities 
for those component suppli- 
ers who can position them- 
selves to meet the car- 
makers' increasingly global 
needs. In addition, as 
vehicles continue to add 
ever-more sophisticated fea- 
tures - such as electronic 
gadgetry - some component 
suppliers have an opportu- 
nity to expand their product 
lines, often into hi gher val- 
ue-added segments. 

So, it is hardly surprising 
that the wave of restructur- 
ings and consolidations in 
the auto components sector 
should continue apace as 
suppliers attempt to account 
for a higher proportion of 
each car or truck produced, 
service their customers on a 


global basis, and streamline 
their cost base. 

Examples of these trends 
are plentiful, but nowhere 
have they been more evident 
recently than at Detroit- 
based Federal-Mogul, which 
makes and distributes a mix- 
ture of original equipment 
and replacement pans, rang- 
lng from sealing systems to 

li ghting products. 

Over the past IS months, 
revamped management at 
the company - which 
slumped into the red during 
1995 and 1996 - has over- 
hauled the manufacturing 
and administration struc- 
ture, cutting around 3,000 
jobs. An international chain 
of auto parts stores has been 
shed, and the company has 
begun an ambitious acquisi- 
tion programme designed to 
bolster key parts of its prod- 
uct range and widen its geo- 
graphical coverage. 

Late last year, the US com- 
pany bought Bri tain 's T&N 
for $2.9bn. More recently, it 
acquired Fel-Pro, the private- 
ly-owned gasket manufac- 
turer for about $720m. While 
the long-term fmanriai bene- 
fits of this strategy have yet 
to be proven, the Detroit 
components supplier can 
already claim to have moved 
itself from being a $2bn com- 


pany to one with S5bn in 
sales, including a Slbn core 
sealing business which now 
has fairly extensive interna- 
tional reach. 

A similar picture, in 
slightly less dramatic form, 
emerges at many other com- 
panies. For example, Dana 
Corporation, the Toledo- 
based axle, clutches and 
engine parts supplier, shed 
businesses with sales of 
around S900m last year in 
nine separate deals. At the 
same time, it acquired 
operations with S1.3bn of 
sales, including Eaton Cor- 
poration's heavy axle and 
brake unit - the whole pro- 
cess amounting to a signifi- 
cant r ealig nment around its 
core product lines. 

Now a big question Is 
wbether south-east Asia’s 
economic woes will allow US 
component suppliers to rein- 
force their global capabilities 
in that region - most nota- 
bly in South Korea. The 
answer seems likely to be 
‘yes 1 ; already, a number of 
South Korean companies 
who have fallen on hard 
times - such as the Halla 
conglomerate - are negotia- 
ting with US and European 
parts manufacturers as they 
try to offload assets to raise 
capltaL 



% 

You want to talk to one person who'll put a big company 
to work for you. 


Global? Naturally These days we 
ail have to be. But here’s an even 
bigger idea: making all these world- 
wide resources readily accessible to 


you. So we're assigning one person 
who’ll be ycrnr link to one of the 
industry’s largest arrays of automo- 
tive technologies. One person who 
understands your needs and your 
customers' needs. One person 
with one purpose to make you feel 


confident that you'll get whatever 
you need whenever you need it 
That’s not just our premise. 

That’s our promise. So let’s get 
started Visit our web site at 
www.visteonetcom. 
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Multinationals 
taking over 

Local manufacturers fight a losing 
battle, says Jonathan Wheatley 


SOUTH AMERICA 


The 1990s have been doubly 
difficult for South American 
components makers. 

Liberal economic policies 
have torn down the trade 
barriers of the past and 
thrown open what were cos- 
ily protected markets, expos- 
ing antiquated and unwieldy 
companies to competition 
from lean, highly-capitalised 
foreign manufacturers. 

To make matters worse, 
governments seeking to 
encourage foreign invest- 
ment in fast -growing motor 
industries have raised duties 
on imported vehicles while 
slashing those on compo- 
nents. 

The result has been a 
wave of closures, mergers 
and acquisitions and the 
increasing dominance of the 
industry by foreign multina- 
tionals. By the end of the 
decade, all but a handful of 
"first tier” companies selling 
to vehiclemakers will be for- 
eign-owned, leaving only 
some in the second tier - 
those supplying the first tier 
— in local hands. 

In Brazil, by far the 
region's biggest market and 
manufacturing base, the pro- 
cess is most advanced. The 
number of first-tier suppliers 
has fallen from about 1,000 
to a little over 500, and is 
expected to stabilise at 
between 200 and 300 by the 
end of the decade, supported 
by another 1,000 or so sec- 
ond-tier suppliers. 

Most of the big names in 
Brazil's components indus- 
try have been absorbed by 
foreign competitors. Control 
of Cofap, which makes shock 
absorbers, piston rings and 
exhaust systems and was 
one of the few manufactur- 
ers to establish a presence 
overseas, was bought in 
June by Magneti MareUi. the 
Italian com pon ents manufac- 
turer owned by Fiat 

In October. LucasVarity 
said it would take control of 
Freioe Vargas, the country's 
biggest maker of brakes. 

"Manufacturers are 
demanding closer and closer 
relations with their suppli- 
ers," says Jos§ Ferro, a 
motor industry consultant in 
Sao Paulo. As well as 
encouraging takeovers, this 
has resulted in several new 
multinational parts makers 
setting up in the wake of 
new vehicle makers. 

The “big four" manufac- 
turers in Brazil - Volkswa- 
gen, Fiat. General Motors 
and Ford - will soon face 
competition from a wave of 
such arrivals. Investments 
have been announced by 
Honda, Toyota, Chrysler, 
Renault, Peugeot, Asia 
Motors and BMW, and the 
big four are expanding in 
response. If all plans are car- 
ried out, the industry's 
capacity will increase from 
2m vehicles a year today to 
about 2.5m by 2000. 

As competition increases, 
efficiency in the supply 
chain has become para- 


mount At the new General 
Motors factory being built in 
the southern state of Rio 
Grande do Sul, a small group 
of suppliers will set up their 
own factories around the 
assembly plant. 

Chrysler will bring suppli- 
ers to the vicinity of its new 
factory in the southern state 
of Parana. 

At VWs truck and bus fac- 
tory at Resende, in Rio de 
Janeiro state, suppliers have 
been brought Inside the fac- 
tory to assemble modular 
units around a central pro- 
duction line. 

An agreement on policies 
for the motor industry 
between Brazil and Argen- 
tina in 1995 set import tariffs 
of 70 per cent for vehicles 
imported from outside Mer- 
cosur, the fledgling free 
trade area which also 
includes Paraguay and Uru- 
guay. Duties on imported 
parts were set at 2 per cent 

But vehicle manufacturers 
operating in the two coun- 
tries are allowed to import 
vehicles at half the new rate. 
While duties on vehicles 
have begun to fall towards a 
target of 20 per cent by 2000, 
and duties on components 
are rising towards the Mer- 
cosur common external tariff 
of about 14 per cent, the 
regime - which has been 
challenged at the World 
Trade Organisation (WTO) 
by the US and the European 
Union - is a clear incentive 
to investment in the two 
countries, and to cross-bor- 
der trade. 

Dual operation in Brazil 
and Argentina has become 
the industry norm, with 
Argentina tending to be used 
for higher value, lower vol- 
ume lines, and Brazil for big- 
ger volume, "popular” mod- 
els. 

A similar regime was 
agreed In 1993 between Col- 
ombia, Venezuela and Ecua- 
dor. Duties on vehicle 
Imports from outside the 
three countries were set at 
35 per cent for passenger 
cars and light commercial 
vehicles and at 15 per cent 
for trucks; duties on CKD 
components and kits were 
set at 3 per cent 

Local content require- 
ments were fixed at an ini- 
tial 30 per cent for cars and 
light commercial vehicles, 
rising to 33 per cent this 
year, and of 13 per cent, ris- 
ing to 16 per cent for heavy 
trucks. Components manu- 
factured inside the bloc are 
treated as local content in all 
three countries. 

So far, only one vehicle 
manufacturer has attempted 
to integrate operations 
across the region as a whole. 
Fiat's Project 178, the “world 
car” platform for its Palio, 
Weekend and Siena models, 
is produced in Brazil, Argen- 
tina and Venezuela, with 
assembly in Venezuela from 
kits exported from Brazil 
and Argentina. Development 
was carried out with local 
suppliers: Cofap, for exam- 
ple, helped develop the mod- 
els' suspension units. 






Carmakers 
look closely 
at in-house 

Haig Simonian examines the 


components units 
such as Ford and 

With the value of mergers 
and acquisitions running to 
$ 10 bn or more a year in the 
world components industry, 
attention has concentrated 
on consolidation among 
independent suppliers. 

That means observers 
have sometimes overlooked 
the often equally big devel- 
opments at carmakers' 
in-house operations. Compa- 
nies such as General 
Motors's Delphi subsidiary, 
the world's biggest compo- 
nents group, or Ford Motor's 
Visteon arm dwarf even the 
biggest of the new Indepen- 
dent amalgams . 

Between them. GM and 
Ford have been pushing 
through momentous changes 
to improve efficiency and 
mak e their operations com- 
petitive with outsiders. 
Where internal restructuring 
has failed, the answer has 
been sale or closure. 

Even in Europe, where 
outsourcing is more preva- 
lent, internal operations 
have been streamlined. Com- 
panies such as Flat and Ren- 
ault have pioneered the sale 
of internal components man- 
ufacturing - for example, 
constant velocity joints or 
wiring harnesses - to spe- 
cialists in return for 
long-term contracts. 

The biggest move in 
Europe came with the acqui- 
sition last December by Ecia. 
the exhaust and seatmaker 
controlled by Peugeot-Ci- 
troSn. of Bertrand Faure, the 
French seating and interiors 
group. Peugeot-CitroSn 
intends to retain control of 
Eda even after the dilution 
of its stake as a result of the 


at companies 
General Motors 

takeover. But Ecia has 
always been run at arm's 
length, and the incorpora- 
tion of Bertrand Faure. 
which supplies many manu- 
facturers beyond Peugeot-Ci- 
tro&n, should reinforce 
Ecla's independence. 

Even bigger changes have 
been taking place across the 
Atlantic. Jack Smith, GM's 
chairman, says the company 
should have found buyers 
for Delphi's big seating and 
lighting operations by the 
end of March. The sale forms 
part of GM's decision late 
last year to allocate S3bn to 
$4bn to unspecified restruct- 
uring charges. 

Seating and lighting form 
an important part of Delphi 
Interiors and Lighting, one 
of the Delphi's seven divi- 
sions. which had sales of 
$5bn last year. Seating is a 
major operation in its own 
right, with about 7,000 
employees in seven factories, 
five of them outside the US. 
Lighting accounts for a fur- 
ther two plants. 

With the seating industry 
dominated by a handful of 
suppliers, analysts expect a 
trade sale. Apart from John- 
son Controls and Lear, the 
other candidates Include 
Canada's Magna group - the 
fast-expanding number three 
in the business - Bertrand 
Faure, or Japan’s Ikeda. 

The seating and lighting 
sale is part of a continuing 
restructuring process at Del- 
phi Over the past six years 
the company, which had 
sales of $2&4bn in 1997, has 
been striving to reduce its 
dependence on GM. Its tar- 
get is to generate 50 per cent 
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Companies spend millions on rebadging products, and 
units. John Griffiths takes a look at some offenngs - 


The Delphi way forward: dashboards wffl be built as a single unit 


of sales from outside GM's 
North American vehicle 
operations by 2002. That pro- 
portion reached 38 per cent 
at the end of last year. 

At the same time, J.T. Bat- 
tenberg, its chairman, has 
pursued a “fix sell or close" 
strategy for Delphi That has 
reduced the number of prod- 
uct lines from 310 in 1992 to 
152 last year as the group 
has concentrated on activi- 
ties in which it can compete 
best. 

Delphi says it is constantly 
reviewing its businesses - 
meaning even those that 
might once have been con- 
sidered secure can find their 
status deteriorating if they 
fail to remain competitive. 
Hence the decision to divest 
seating and lighting 
operations. 

Mr Battenberg has also 
been grappling with the 
incorporation of Delco Elec- 
tronics as Delphi's seventh 
division. The transfer of 
Delco, formerly part of 
Hughes Electronics 
another GM subsidiary - fol- 
lowed the carmaker's deci- 
sion to sell Hughes's defence 
and space activities last 
year. After government and 
shareholder approval, Delco 
- now renamed Delphi Delco 
Electronic Systems - has 
joined Delphi 

While Delco will remain 
based in Indiana, staff are 


being transferred to Delphi's 
new HQ at Troy, north of 
Detroit. The shift, intended 
to underline the integration, 
also reflects the trend 
towards systems integration 
in areas such as interiors 
where Delco and Delphi 
were complementary. Del- 
co’s audio and in-car enter- 
tainment systems, for exam- 
ple, would be built into 
Delphi’s dashboards as a sin- 
gle module. 

Only when Delco is fully 
Integrated around Septem- 
ber will Mr Battenberg turn 
his attention to the next pri- 
ority. a stock market flota- 
tion. The idea, mooted for 
some time, stalled after the 
decision to sell seating and 
lighting. But most analysts 
believe the sale of about 20 
per cent of Delphi's shares 
via an initial public offering 
is on the cards for early next 
year. 

IPOs are still not part of 
the vocabularly at Visteon, 
Ford’s renamed automotive 
products group. Nor are dis- 
posals. For the moment, its 
emphasis is to turn what 
was principally a contract 
manufacturer for the parent 
company into a competitive 
supplier. 

In spite of its different 
emphasis, many of the Vis- 
teon's and Delphi's goals are 
the same. Charles Szuluk. 
Visteon's boss, wants to 


raise the proportion of sales 
to companies outside Ford 
from 6 per cent of turnover 
to 20 per cent by 2002. And 
he wants to improve Vis- 
teon's competitiveness to 
match that of the best inde- 
pendent suppliers in its cho- 
sen areas of activity. 

As a first step, Visteon has 
restructured its previous 
four divisions into seven, 
more customer-focused, 
units. Beneath them, it has 
established 23 strategic busi- 
ness uni ts, each handling a 
core activity, such as climate 
control or audio. 

To gear the business units 
to maximising sales and 
profits, rather than just bid- 
ding internally for Ford con- 
tracts. more management 
and balance sheet responsi- 
bilities have been devolved 
to the heads of the 23 units. 

At the same time, Vis- 
teon's sales and marketing 
has been strengthened- Late 
last year, Craig Muhlhauser 
arrived from Pratt & Whit- 
ney as Visteon's new sales 
and marketing czar: since 
then, the company has been 
building up sales and mar- 
keting teams and opening 
new offices in major vehicle 
manufacturing centres. 

As a sign of the new times, 
Visteon's profits will be split 
out from the Ford group's 
for the first time later 
this year. Just a step ahead, 
Delphi took the same initia- 
tive for the first time last 
year. 


The research and 
development teams were 
nothing- if not thorough. 

For more than five months 
they questioned, probed and 
analysed- Management 
members were interviewed. > 
Employee “focus groups’* ' 
were ccKxrdinated. Financial 
analysts were interrogated. 
Customer companies of both 
Rockwell Automotive's 
heavy and light vehicle 
systems divisions were . 
surveyed. 

And. finally, they came up 
with, not a new engineering 
breakthrough, but a namp- 
Meritor. 

There is now a 
considerable investment in 
time and effort - not to 
mention the undisclosed 
costs - deemed necessary to 
come up with a new identity. 
for a company enjoying In 
this case annual turnover in 
excess of $3bn and being cut 
loose from its parent of mare 
than 80 years. 

The name was devised, by 
Landor Associates, one of 
the biggest “corporate ' 
identity development” 
companies in the US, ari d 
provides no clue that 
Meritor and Rockwell 
Automotive - which an 
October l last year ceased to 
exist as a name - are 
essentially one and the 
same. 

Playing the name game 
has become something of a 
fad in the world's 
automotive components 
sector during the past couple 
of years. Both General 
Motors and Ford have also 
separated out their 
respective components 
divisions. 

GM's components 
operations, with turnover of 
almost $25bn represent by 
for the world's biggest. . 
components company. 
However, both GM and Ford 
decided that their respective 
operations needed to be 


more competitive, end could 

help themselves to become 

so with new identities and 
by operating at aim's length 
from the rest of GM. 

Hence, what was GM's 
Automotive Products Group 
(ACG) has become Delphi 
Ford's Automotive Parts 
.. Operations (APO) have 
turned into Visteon. 

For the 175,000 GM 
components workers, 
“Delphi” must have come as 
quiet relief form the past 
GM’s components operations 
have endured some 
tongue-mangling 
appellations. 

There are still painful 
memories of the 1980s' ■ 
General Motors Service and 
Parts Organisation - rolling 
off the tongue as the 
acronym GMSPO will all the 
ease of a minicar bouncing 
over boulders. 

The logic by which GM - 
chose Delphi - full name 
Delphi Automotive Systems 
- is fairly straightforward, 
as is the name itself. GM 
wanted a simple, 
forward-looking name ' 
instantly recognisable to 
anyone around the world, 
after all the previous 
confusions. 

“Simplify is the key word,’’ 
said the company's. - 
president, JT Battenberg, 
with slightly pained 
emphasis, when he unveiled 
it to grateful rastomers and 
workforces. If some saw 
Irony in the identification of 
Delphi with the ambiguities . 
of the ancient Greek site's 
oracle. GM clearly preferred 
to identify with it as shrine 
of the sun god ApoDo and 
the shining new era 
envisioned ahead. 

Ford’s Visteon is a wholly 
manufactured name r the 
world's number two . 
carmaker thankfully 
ghirrining some ofthe-puns 
which have embarrassed Its 
mare distant past. 


Instead, the company 
which once made strong 

men wince with the 
customer colour charts for . 
the Ford Maverick - HuOa 
Blue, Thanks Vernation, atd 
Freudian Gilt among the 
more colourful - sought 
to invoke in Visteon’s 
beholder images of positive 
panoramas of the future, 
especially in company 

with its “energy stream” 
logo. 

Visteon was just one of 
dozens of manufactured 
worts Ford touted for ages 
around various . 
reaction-gauging customer 
“clinics". That did not 
prevent it getting a fairly 
lukewarm reception when 
the new identity was 
unveiled at the Frankfurt 
motor show last autumn, 
however. “Oh well," said 
George Forrest, associate 
director of global marketing 
defensively, “the clinics 
certainly scored it higher 
than Delphi...” 

Meritor, Landor Associates 
rather self-evidently 
proclaims, is also what it 
prefers to call a “coined” 
word. It derives from the 
Latin meritum, means, 
Landor tells us earnestly, 
“merit, deserve, worth, 
benefit and service...” 

. Integral to the name is an 
equally new logo - a stylised 
flying bull. It represents, 
assure Meritor executives, 
“the company's core 
attributes: power, stability, 
integrity and agility. It is a 
mythological and magical 
creat u re which, in flight, 
symbolises speed to serve 
customers.” 

■ In reality, however, 

Meritor is stiff playing it 
safe. 

Look hart, and tiny type 
below the joame offers the 
slogan: d A Heritage erf 
Rockwell Technology”. The 
apron strings are not 
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Stepping out 
of the 
shadows 


Daniel Dewavrin admits 
that Ecia is not one or the 
first names likely to crop 
up in reviews of leading 
participants in the world 
automotive components 
industry. But, he suggests, 
it should now be only a 
matter of time. 

Barring a few formalities, 
including assent from the 
European Commission, Mr 
Dewavrin will soon become 
Chief executive of a new 
French force in the 
components industry - and 
one determined to have the 
global capability required 
by leading carmakers of 
their 1 first-tier' suppliers. 

Eda, 68 per cent owned 
by PSA Peugeot-Citroen 
and the French vehicles 
group's principal 
components subsidiary, is 
moon ting a friendly 
takeover or Bertrand Faure, 
already one of the world's 
biggest supplier of 
automotive seating 

The resulting ‘new’ Ecia. 
described as “stepping out 
or the shadows” by 
securities boose JP Morgan, 
will have annual sales of 
FFr26bn, employ 29,000 
and. says Mr Dewavrin, will 
be in the top five snppliers 
In each of the sectors in 
which it will compete. It 
will become the 
second-largest French 
motor components group 
after Valeo and have nearly 
80 plants in 25 countries. 

Although both companies 
are engaged almost entirely 
in the automotive 
components sector - Ecia 
also makes light 
motorcycles and scooters, 
accounting for some l-J per 
cent of turnover - their 
activities are almost wholly 
complementary'. 

Bertrand Faure makes 
some other interior trim 
parts such as carpets but 
derives most of its income 
from seating. Ecia makes a 
variety of integrated 
systems such as fada 
modules and is a pioneer of 


complete front-end 
assemblies - including . 
front bumper, light 
housings, grille and 
fan-cooling unit It is also 
Europe's biggest maker of 
exhaust systems. 

There is token overlap - 
Eda also makes some car 
seating - but this will be 
rationalised quickly, says 
Mr Dewavrin, allowing the 
group to focus on its four 
core sectors: seating, other 
vehicle interior modules. 
exh aust systems, and 
front-end systems. 

The takeover is no real 
surprise, having been 
foreshadowed just over a 
year ago by Ecia taking a 
17.3 per cent stake in 
Faure. The takeover’s 
“friendliness” is reflected 
in Mr Dewavrin, Bertrand 
Fanre’s chairman and chief 
executive, heading up the 
new company. 

The FFr-130-per-share 
takeover values the 
seatmaker at FFr7.3bn and 
is being financed by 
borrowings and a FFr2 bn 
rights issue. . 
Peugeot-Citroen will be 
principal shareholder, with 
51 per cent. 

The takeover, dne to be 
completed by the end of 
March, marks the first big 
strategic stc>p by PSA’s new 
chairman. Jean-Martin 
Folz, since taking over from 
Jacques Calvet in October. ' 
It will more than double 
the size of Eda, created, 
through a flotation of 
Peugeot's components 
activities in 1987. 

Ecia is the smaller 
partner, its 1997 sales 
reaching an estimated . 
FFrl0.4bn, compared with 
Bertrand Faure’s FFriebn. 
Both are profitable, with 
Ecia reporting net income 
of FFr219m in 1997*s first -- 
half after earning FFr364m 
net on turnover of FFr9.5bn 
in the whole of 1996. 

Bertrand Faure' s 1997 
first-half net earnings of . 
FFr 280 m on sales of FFr8bn 
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represented. & sharp 
increase over the FFiUOSm 
net profit and sales of 
FFrl89bn sales for all of 
1996. 

“We are talking about the 
integration of two 
successful companies with a 
high potential for . 
synergies,” says Mr 
Dewavrin. “There is a clear, 
vision nf its mnnngr rtiuHiI 
and organisation.- and 
there will need to be no 
major structural changes 
because of the mainly, 
complementary activities.” 

Enhanced buying power, 

improved capacity 
utilisation through a wider .. 
product range and common 
equipment and systems are . 
perceived as key benefits 
for the new group. 

The deal also an 
element of defensiveness - 
a recognition that the 
continuing concentration of 
the world components 
Industry into a few dozen 
global companies d emands 
size, technological 
resources and economies of 
scale which neither . 
Bertrand Faure nor Eda 

COOld WimwianH on thrfr 

own. Fanre’s main rivals, - 
Lear Corporation and 
Johnson Controls, have 
annual automotive sales of 
aroond.g5.2bn and $4L5bn 
respectively. 

“The trend towards 
concentration is not yet 
over,” says Mr Dewavrin. 
“The present deal will taka 

us towards global critical . 
mass; we will become a 
major playmof the . 

industry, and. will be 
considered as such.* 1 
. It also means an 
intensified search for 
“outside" customers. In 
that respect, Faqre.has 


been better off than Ecia. 
Around 75 per cent of its 
sales are outside France 
and French customers, 
compared with 45 per cent 
for Eda. 

Peugeot-Citro6n currently 
accounts lor 34 per emit of 
combined turnover, 
Volkswagen group 18 per 
cent, Renault 14 per cent 
and BMW/Rover another 11 
per cent. The remaining 23 
per cent includes 
Mercedes-Benz. Jaguar, 
Honda, Mawia and 
Mitsubishi. 

North America, japan. 
China and the emerging 
Mercosur economic region 
of South America, notably 
Brazil and Argentina, are 
prime targets. Mr Dewavrin 
says there should be good 
potential to expand 
business wlthNorth 
America's “big three” 
vehicle makers. General 
" Motors, Ford and Chrysler. 

Both Eda and Bertrand 
Faure already have 
footholds: Ecia is a licensed 
supplier of exhaust 
equipment to Ford, while 
Faure supplies Chrysler 
indirectly through a 
contract with nanaiKim 
components group Magna 
International New’ Eda 

wants to build on Fanre’s 
existing resources In North 
America, which include 
foul: small plants and a 
Detroit research centre. 

Faure does not 
necessarily mark the end of 
Beta’s growth by 
acqttisitJonL "We are fully 
prepared tb take an 
additional acquisitions if 
they one necessary to 
achieve our global goal,” 
says Mr Dew av r i n., 

John Griffiths 
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Smart work for partners 


For students of supplier - 
integration in carmaking, 
the future is here ^ but not 
quite. The decision late last 
year by Micro Compact Car 
(MCC), the joint venture /'.' 
between Mercedes-Benz and ' 
Switzerland's SMH watches 
group, to postpone output of 
the Smart miwiear by gtx 
months to April was a 
severe blow. •. 

Press reports concentrated 
on the need to re-engineer • 
the Smart alter the 1 
problems with 
Mercedes-Benz’s A Class car. 
As a similarly tall and 
narrow vehicle, MCC feared 
the Smart would be : ‘ 
subjected to the same tests, 
with the same results, as the 
A Class in themow infamous' 
“elk" avoidance manoeuvre. 

But the other reason for ; 
the delay: was unspecified 
problems with suppliers. . 
Neither nam«« of companies, - 
nor the nature of the 
problems, wore revealed.; 

But all, it appeared, was sot 
well at MCCs factory at 
Hambach in eastern France. 

Delays to the start of a 
new car are nothing 
unusual. Volkwsagen, - 
hardly a novice, hasstm not' 
managed to reach 
production targets for its 
new Golf, almost six months 
after launch. MCC had more 
grounds than most to expect 
trouble: breaking every rule ■' 
in the motor industry’s 
book, it had decided to build 
a new vehicle at a new 
factor; with a new - 
workforce in a region with 
no history of carihaktog. .. . " . 

But the state Of play at 
the Smart plant - dabbed -■ 
"Smart Ville” by MCC and - . 
even local residents - has a 
deeper significance than for 
just the company. For all- 
the publicity about the 
revolutionary two-seat 
Smart, ft is probably the 
factory which has the - 
greater resonance for the • i. 
motor industry than the . . . 
actual car. 

That is beeaUse-MCC has : 
done what many motor 
industry pundits have long 
been mooting: integrating 
suppliers to save time and . 
money in product . 
development, and 
manufacturing and to 
improve quality-. 

At Hambach. a handful of. 
key suppliers, called 
“system partners" in / 
Smartspeak, have played an 
unprecedented role. 


Smart Ville 5 s integrated suppliers 



VDO 

(cockpit installation) 





..... . 



Bosch 

(front module) 


Krupp-Hoesch 

(engine mounting/mechanical parts) 


Companies such as Bosch 
(front modules), Dynamit 
Nobel (plastic body panels) 
andKmpp-Hoesch 
(mechanical sub-assembly, 
including the motor and 
axles), have been involved 
in the project from the start 
Their role has embraced ; 
consnliationanthevehicle’s- 
basic design to codrdhia turn 
of devetopment and 
production engineering and 
even direct tort&Vttiient in 
the layout and.workflbw.in 
the factory. 

For-SmartviDe is like no 
other car plant in the world. 
The main assembly' area is a 

large b tTfldmgjthappd fike.a 

wijrfhcwaHwiI addition' nr-’ . 

plus sign.Arorind it are the 
separate premises of the • 
system partners, linked by 
conveyor belts. 

. Each Smart is welded 
together by Magna, 1 the 
Canadian body and - 
components group, in its . 
btoldlng adjoining file 
“plus" before being passed 
to Eixenmann far painting. . ' 
The painted shell is then 
taken by overhead conveyor 
to toe fiftt axis of toe 
“plus", where component 


modules from other system 
partners are fitted at the 
appropriate point on toe 
fine. Shaping the assembly 
area like a “pins” allowed 
the system partners to be 
located at jhst the right 
place oh the assembly line 
for the installation of their 
modules. 

- Hambach’s novelty does 
not end toere. Workers from 
the system partners mix 
freely, are treated 
identically to MCC’s own 
staff, and take charge of 
final assembly wi thin the 
“pins". To underline their 
common purpose, all eat 
together in a common 
canteen, located above the 
centre of the “plus". The 
commanding views of the 
assembly lines and 
rectification area from its 
windows are supposed to 
drive home the sense of 
transparency and the 
company's message that 
quality is crucial. 

. -That, at least, was the 
official line until the 
revelation of last year's 
problems. Very little 
information has trickled out 
about the details, but among 


the issues at stake were 
poor fitting of some modules 
and quality deficiencies in 
others. 

The setback has had wide 
ranging repercussions. For 
Mercedes-Benz, it could 
hardly have come at a worse 
time. The company had 
barely digested the impact 
of the A Class fiasco. 
Mercedes-Benz officials note 
that this time at least the 
design modifications came 
before the vehicle went on 
sale, rather than after. 

The delay has also raised 
questions about the basic 
concept of the Smart - 
always a controversial 
vehicle because of its 
limited passenger capacity 
and relatively high price. 
And it has saddled MCC, In 
which the German carmaker 
has 81 per cent, with 
unspecified extra costs. 

Apart from sales foregone, 
MCC may also have had to 
compensate its 100 or so 
Smart dealers, which 
invested heavily in new 
premises. Some claims may 
well have been made by 
disgruntled suppliers. The 
financial arrangements with 


Neighbours make 
for good relations 

Many carmakers are encouraging suppliers to set up 
alongside their factories. John Griffiths reports 


the system partners are 
more complex, as they are 
believed to involve some 
element of risk sharing. But 
even here, toe company may 
have beat saddled with 
demands for compensation. 

What is less easy to judge 
is the impact of the delay on 
the concept of supplier 
integration to general A 
number of carmakers are 
believed to be examining 
Hambach closely as a 
potential blueprint for 
similar plans of their own. 
Last year, General Motors 
said it would build an 
unspecified new small car at 
a plant in southern Brazil 
along what appear to be 
very similar lines to 
Hambach. 

Most observers expect 
MCC to overcome its 
problems, with output being 
ramped up once production 
starts in April. But it Is 
already dear that how 
matters work out in 
Hambach will have much 
wider repercussions on the 
motor industry than just in 
eastern France. 

Haig Simonian 


Jaguar, Ford's UK-based 
luxury cars division, has 
made clear that when it 
starts TTiaWwg its first high- 
volume car - the X400 - in 
three to four years' time, it 
wants to be able to draw 
components from supplier 
parks adjoining the Hale- 
wood production she on Mer- 
seyside in north-west 
England. 

Its reasons for doing so are 
straightforward: pr imari ly 
that the parks allow just-in- 
time delivery to assembly 
lines and lower substantially 
inventory costs. 

With traffic congestion 
already costing the UK 
economy at least £lObn a 
year in delays, lost 
man-hours and wasted fuel 
most carmakers see supplier 
parks as an idea] way of 
reducing both costs and 
uncertainties. 

S imilar thinking has led to 
land clearance for the cre- 
ation of 1 supplier parks 
alongside existing vehicle 
production plants and then- 
incorporation into the over- 
all design of the greenfield 
factories carmakers are 
r ushing to establish In test- 
growth regions of the world 
such as Latin America. 

General Motors is building 
what it describes as a sup- 
plier “village" for the new 
car plant it has under con- 
struction at Gravatai in Bra- 
zil. The village will house 
well over a dozen leading 
suppliers, such as Lear Cor- 
poration, the French Valeo 
group and GM's own compo- 
nents subsidiary, Delphi All 
are Her 1 suppliers. 

They will be supplying to 
Gravatai’s assembly lines 
not merely parts but whole 
component systems, from 
suspension packages to seat- 
ing, dashboard and similar 
modules - further helping 
the carmaker by greatly sim- 
plifying assembly line pro- 
cesses. 

Ford and other car- 
makers see themselves 
increasingly as assemblers 
of these high-value compo- 
nent packages, from what 
are now more accurately 
called systems integrators 
than merely parts suppliers. 

The relationship is mostly 


a symbiotic one. A signifi- 
cant trend of the 1990s has 
been for carmakers to 
devolve to their major sup- 
pliers much of the responsi- 
bility for researching, devel- 
oping and manufacturing 
the component systems 
which make up around 60 
per cent of the value of a 
vehicle. 

In return for their hard 
work and willingness to 
invest in supply facilities at 
Gravatai, or almost wher- 
ever in the world the big car- 
makers wish, the relatively 
small number of suppliers 
with global capability are 
rewarded with much higher 
value, long-term contracts 
than has been typical in the 
past. 

In a few cases - so far - 
the relationship is so close 
that it is difficult to see 
dividing lines. Tier l suppli- 
ers at Skoda's main facility 
in the Czech Republic, for 
example, are working at 
facilities within the plant 
itself, building component 
systems to be fed directly on 
to the assembly line. 

What many in the indus- 
try regard as a good model 
for the supplier park system 
is just being completed at 
Ellesmere Port, the site in 
north west England - just a 
few miles from Jaguar's 
Halewood facility - where 
GM's VauxhaH subsidiary is 
building the latest-genera- 
tion Astra car range. 

The $30m park is small, at 
21 acres, but already houses 
several Delphi operations, 
plus Plastic Omnium and 
Macltie Automotive Systems. 
Delphi will produce various 
systems and sub-assemblies, 
such as steering and suspen- 
sion packages, while Plastic 
Omnium will provide plas- 
tics- based component mod- 
ules such as bumpers com- 
plete with lighting and 
mounting points for quick 
assembly to the car. Mackie 
will assemble a variety of 
systems, including cooling 
and ventilation. 

They are interfacing with 
the assembly line through 
SILS (supply in-line 
sequence). The components 
suppliers receive vehicle 
assembly schedules from 


Vauxhall at frequent inter- 
vals daily, and transfer com- 
ponent assemblies m correct 
sequence to small "trains" 
running on dedicated tracks 
to the precise location on the 
assembly line where they 
are needed. Plant managers 
say the system is making it 
possible greatly to reduce 
detailed assembly work on 
the lines. 

The leading Tier 1 suppli- 
ers are already demonstrat- 
ing their capability to pro- 
vide almost any required 
component system for 
vehicles, from complete 
plug-in dashboard modules 
to - in the case of Chrysler’s 
light truck plant in Brazil - 
an entire chassis complete 
with wheels which needs 
only rolling onto the assem- 
bly line. Mayflower, the UK- 
owned engineering group, is 
also providing the complete 
body for the low-volume 
Prowler roadster. 

While the Prowler is too 
low-volume for Chrysler sen- 
sibly to consider making its 
own body for the car. the 
light truck case an Brazil 
protides a good example of 
some vehicle makers' con- 
cern about whether this type 
of activity is going too far. 

In the past. Chrysler's 
president. Thomas Stallk- 
amp, has said that Chrysler 
would retain control of 
vehicle design, assembly, 
core drive train components, 
car body pressings and key 
electronic systems but that 
everything else would be “up 
for grabs". 

While still approving of 
the partnership relations 
forged with its Tier 1 suppli- 
ers. and acknowledging the 
pivotal role they have played 
to Chrysler’s dramatic resur- 
gence. the company shows 
signs of setting limits on 
how far the process will be 
allowed to go. The urgings of 
leading suppliers that they 
should be allowed to develop 
entire interior packages - 
embracing everything from 
the dashboard to seats and 
ro oflining - so far are falling 
on mainly deaf ears. 

There are still limits, it 
seems, to how far carmakers 
are ready to give up produc- 
tion process control. 


Standing up to seating challenge 


Few companies in toe motor 
industry have latched, on to; 
the trend towards 
“outsourcing" as well as 

Johnson Controls, a US 

company which at the turn 
of the 1980s was known 
purely for its 

Don-automotive interests in 
heating controls and ' 
plastics containers. 

During the past 13 yedrs ■ 
Johnson has used these 
activities as the somewhat 
unlikely base to become one 
of toe world’s two biggest 
makers of car seats and 
related interior systems for 
vehicles. It gains sales from 
these products - which 
many carmakers prefer to 
leave to outsiders rather 
than make them in their 
own plants - of some S7bn a 
year. . 

Johnson has, total annual 
sales of aroand'Silbn, 

including building controls 
and car batteries- With Lear, 
the other TTS company which 


leads toe held to car seats, ' 
Johnson early on grasped 
the Idea of taking ove? from 
toe carmakers the job of * v 
sopplyingthese essential 
pints of a' vehicle's interior. 

In the mid-1980s, the car 
companies did this Job' ' ; 

almost pntirely in their own 
factories. Today, Jim Keyes, 
chairman and chief ■ 
executive of . ! ~ ■ 

Milwaukee-based Johnson, 
-estimates that 80 per cent of 
the seating in newcars in 
toe US is outsourced to a 
maker such as Jbhnson. 

Lear ,or other suppliers such 
as Delphi, toe automotive 
component arm of General/ 
Motors. 

In Europe, toe comparable 
proportion for.seat 
outsourcing Is about 70 per 
cent. Johnson has more than 
130 seatmakfng plants, most 
of them In the US and 
Europe, with another 11 doe 
to be added this year. Many 

of these are satellite units 


“WiH the car maker of the future be a 
virtual company, simply marketing 

a collection of systems from 
megai-suppliers? 

Will Tier One give way to Tier Zero?” 

- Karl £. Ludvigsen, Chairman 

As OEM? increasingly tomoda | 3 oW pw«« 

Jh*i Arir suppliers, comp-w* 

producers, suppliers of parts, compoiwus muenals. «***£ 
StaioiK financial institutions and nuay wber 
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ludvigsen associates 
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dose to big car factories, 
with the seats delivered on a 
just in time bams straight to 
the assembly line. 

Mr Keyes, wbo started his 
professional career as a 
college lecturer tn finance, 
says that seatmaking 
involves more than Just the 
efficiency Increases involved 
through taking over 
responsibility for one of the 
apparently duller aspects of 
bunding a vehicle. 

“Ortsonrcing is nortnally 
thought of as reducing 
costs. But it’s really about 
technology ,** be says. 
Johnson employs 1,500 
seating engineers - . 
compared with nil to 1985 
when it first started in the 
business - who are Involved 
with a range of aspects of 
seatmaktog and design on 
behalf of the car 
manufacturer. While 
aesthetics and safety are of 
. prime importance, the 
engineers are also concerned 
with the structural aspects 
of seating designs, how to 
build the products with 
maximum efficiency and 
new textiles that may be 
more comfortable and act as 


a sales feature. 

Mr Keyes sees as crucial 
the drive to increase the 
proprietary element of toe 
design work done by 
Johnson’s engineers, so 
more of It can be used 
across a number of car 
models and different 
customers. 

“Three years ago. 80 per 
cent of our development 
work was done on behalf of 
individual customers and 
only 20 per emit was our 
own proprietary designs," 
says Mr Keyes. “Today the 
proportion is about 60:40 
and our goal Is to turn this 
to 20m" 

Through this process, 
Johnson reckons that it can 
encourage engineers to 
come up with ideas that can 
be spread around a number 
of customers and car models 
and so boost its own 
revenues. Another strategy 
Is to emulate its 
arch-competitor, Lear, by 
moving Into other 
non-seating areas of car 
Interiors (such as roof 
interiors and trim parts) as 
part of a move to offer a 
“total interior” service to 


automotive companies. 

Following the S625m 
purchase by Lear in 1995 of 
US interiors company 
Automotive Industries. 
Johnson followed up a year 
later by paying $1.3bn for 
Michigan-based Prince, a 
maker of miscellaneous 
interior parts including 
lighting and ceiling 
supports. The deal - which 
Johnson helped to finance 
through toe sale last year of 
Its plastic container division 
for S650m to a division of 
German packaging group 
Viag - should help the 
company to build strengths 
to this field, Mr Keyes says. 

A third way of adding 
growth is to follow the big 
US and European car 
companies as they build 
plants outside these regions, 
for instance in south-east 
Asia and South America. At 
present, Johnson’s seating 
sales are split roughly 2:1 
between the US and Europe, 
with very little outside, but 
by 2000 Mr Keyes promises 
“significant 1 * revenues from 
outside these regions. 

Peter Marsh 


Dates for your diary 



Mar 5-15: Motor show; 
Geneva; +41 22 761 11 11 

Mar 13-22: Cars and 
accessories exhibition; 
Copenhagen; +45 32 52 88 

11 .-. 

Mar 18-22: Leisure 
vehicles fair, L yon; +33 4 
7222 3344 

Mar 25-29: Off-road ■ 
vehicle exhibition; Munich; 
+43 89 5107 0 

Mar 2JM29: Motor show, 
Malmo; +46 40 690 85 00 

Apr 22-28: Components, 


garage and filling station 
equipment exhibition: +44 
(0)181 953 1688 

Apr 24-26: Motorhome and 
tourer show; Peterborough; 
+44(0)1776 391109 

Apr 25-28: Automotive 
trade show; Birmingham; . 
+44(0)171 235 7000 

May 12-14; Automotive 
business show; London; 
+44 (0)1883 732222 

May 12-14: Automotive 
exhibition; Gotenburg; +46 
31 10 91 00 


May 21-27: International 
automotive show; Posnan; 
+48 61 69 25 92 

May 22-31: Motor show; 
Madrid; +34 1 72 25 000 

June 2-5: ISATA auto 
technology symposium; 
Dussektorf; +44 (0)181 681 
3069 

June 6-11: JntemationaJ 
trade fair of trucks and . ■ 
utility vehicles; Brno; +44 
(Q)781 761 6311 

June 30-Jul 3s Company 
car in action; MiJlbrook 
(UK); +44 (0)1737 768611 


AUTOMOTIVE RESEARCH 
AND CONSULTING GROUP 

GLOBAL AUTOMOTIVE 
BUSINESS DEVELOPMENT 

Automotive industry specialists working with 
vehicle and component industry management 
worldwide developing strategic solutions for 
business development in oem and aftermarkets - 
focus Europe, North America and Pacific Rim 

• A lew business opportunity identification 

• Product, market & corporate 
assessment/strategy development 

• Assisting competitive positioning 
• MSA support practice 


EUROPEAN HQ: 

35 Piccadilly, 
London 
W1V9PB 

Tel: 44 (171) 734-7282 
Fax: 44 (171) 734-4561 


NORTH AMERICA: 

7 West Square Lake Road 
Bloomfield Hills, 
Michigan 48302, USA 
Tel: 1 (810) 335-2579 
Fax: 1 (810) 333-7999 


ARCG 


LONDON DETROIT 
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Outsourcing: 
Why I have 
reservations 

Ian Gibson, chief executive of 
Nissan Motor Manufacturing (UK) 
takes a contrarian view 


An increasingly hyped 
vision of the future of car- 
making component mak- 
ers building large sub-assem- 
bly modules, such as the 
entire facia and instruments, 
in their plants and then 
delivering them to the 
assembly line at the car 
manufacturer. In this world, 
supplier employees, rather 
than the carmaker's staff, 
would lit these large mod- 
ules to the car. 

Another scenario 
already a reality - is where 
suppliers take total control 
and responsibility of funda- 
mental ports of the manufac- 
turing operation such as the 
paint shop, as paintmaker 
Durr has at the Mercedes A 
class plant in Germany. 

Neither is necessarily 
right for a truly lean manu- 
facturer. particularly one 
which sets its goal to be in 
the first handful of world 
class carmakers. How to 
achieve world class quality 
and productivity and lean 
process stocks are some of 
the issues raised by these 
■■visions'' of the future. 

Outsourcing certainly has 
its role. Indeed, as much of 
the vehicle as possible 
should be outsourced to spe- 
cialists who are leaders in 
their field. Nissan, at its 
Sunderland plant in 
north-east England, has pur- 
sued this course relentlessly 
from the outset Everything 
from seats, carpets and 
facias, to small pressings, 
accounting for more than 70 
per cent of the car's value, is 
produced by suppliers. That 
is as it should be. and is a 
higher level than achieved 






by many of our rivals. 

The highest quality, low- 
est cost and best technology 
will be available from these 
suppliers. No carmaker 
would dream of making its 
own fuel injection pump or 
injectors; we all leave it to 
the likes of Bosch. 

Every carmaker will posi- 
tion the limi t on outsourcing 
differently. Nissan’s Sunder- 
land plant produces in-house 
plastic fuel tanks, rear axles 
and cylinder heads. In many 
cases, the technology for 
these components is unique 
to Nissan; in some cases the 
level of technology required 
is not available from suppli- 
ers. 

It is important to define 
exactly the reasons for out- 
sourcing. If it is a result of 
an analysis of who has the 
expertise, who can provide 
the best technology, who can 
develop most effectively at 
world scale, then it is likely 
to be the right choice. If it is 
a way of reducing in-house 
difficulties, seeking lower 
labour rates, achieving 
higher productivity than 
seems available ln-house, 
there are more fundamental 
questions to be asked - and 
almost certainly, different 
answers to be gained. 

Control of assembly qual- 
ity and problem investiga- 
tion are both made signifi- 
cantly more complex when 
major sub-assemblies are 
outsourced - ft is difficult to 
conduct continuous improve- 
ment, team building and 
unbiased problem solving 
across business boundaries. 
Experience tells us that 
obtaining shared goals 



bn Gibson: H is impo r tant to dsftae the reasons for outsourcing' 


through one company is not 
easy - compound that at 
your peril, or at least make 
sure you do not lose more 
opportunities in the next 
decade than you gain in the 
next three or four years. 

Rarely does a carmaker 
Identify the real reasons why 
it is giving up control of 
major parts of the manufac- 
turing operation. Often it is 
because in-house productiv- 
ity in the assembly opera- 
tion is poor and suppliers 
starting afresh can do better, 
so reducing costs. If, in addi- 
tion, in-house labour costs 
are high and labour flexibil- 
ity or absenteeism is poor, 
their suppliers will appear to 
be attractive alternatives to 
continuing to assemble 
in-house. 

To justify such a move it 
is a “useful” min dset to have 
engineers design the sub-as- 
sembly so that it has to be 
produced as a module. You 
can see how the argument 
for outsourcing develops 
into a grand strategy; how- 
ever, a strategy which is 
implemented for these rea- 
sons is deeply flawed. 

Perhaps the biggest disad- 
vantage of outsourcing of 
subassemblies is its incom- 
patibility with the vital 
quest for lean manufactur- 
ing. One of the most impor- 
tant thing s in any manufac- 
turing process, or indeed in 
any process at all, is to elim- 
inate wasteful activities. 

The sub-assembly concept 


inevitably means more han- 
dling, and so cost, but more 
significantly you will be 
producing “them" long 
before they are actually 
needed at the point of assem- 
bly on the production line. 
In-process stocks will be 
higher, restrictions on 
scheduling greater, floor 
space wasted, risk of damage 
increased - the list of oppor- 
tunity for waste and weak- 
ened control goes on. of that 
there can be no doubt 

The “lean" principle is to 
make a component as dose 
to the point in time and loca- 
tion as it is needed. At Nis- 
san in Sunderland, the Micra 
facia was assembled on a 
short conveyor line close to 
the assembly line, with fin- 
ished facias being loaded 
into a rack for moving to 
line-side. This was a great 
deal better than brin g in g in 
a large sub-assembly from a 
local supplier, but still not 
good enough by world stan- 
dards. 

As part of a normal “just- 
in-time'' exercise, the nine- 
station conveyor is now 
standing dormant and 
irmtpari two staff stand on a 
moving “shuttle” which 
moves with the assembly 
line for three car lengths and 
then returns to its start sta- 
tion for the next cycle. The 
process Lead time has 
dropped from 28 minutes to 
4_2 minutes and the manning 
has been reduced from three 
to two. 
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Phone North N*ws and Return 

The second man in the 
operation both finishes 
assembling the facia and 
then fits it to the vehicle - 
all within the normal trade 
cycle time. A s imilar just-in- 
time exercise in the Micra 
suspension area has seen the 
number of hub assemblies 
in-process shrink from 30 to 
zero. Likewise, the manning 
has been reduced by one- 
third as hub assembly now 
takes place at the point that 
the hubs are fitted to the 
front axle. 

Any need to increase the 
in-process stocks should be 
questioned very hard indeed; 
it may be justifiable, but be 
careful. Adding suppliers 
adds complexity, so the ben- 
efits must in turn be even 
greater to justify a. doable 
handicap. Be certain of one 
thing; the best will not 
accept necessary evils, they 
will eliminate them. Those 
that create them now as an 
“easy” way to avoid prob- 
lems or reduce cost dilute 
their ability to stay with the 
world's best 

If a supplier delivers large 
subassemblies you have lost 
control and your ability to 
achieve continuous improve- 
ment is impaired. As a. car 
manufacturer your ability to 
achieve world class quality 
and cost is diluted. Beware 
the religion, of outsourcing 
because it will consign many 
carmakers to the second 
division in the race to be 
world class. 
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THE 3RD ANNUAL WORLD ALUMINIUM CONFERENCE 
Strategies for Developed and Emerging Markets 
15 & 16 June 1998, Hotel Inter ‘Continental, London 


Intensifying competition and volatile emerging markets arc forcing a radical re-think of business strategy amongst aluminium producers. 
The aftershocks of the crisis in Asia, together with telescoping product life-cycles in emerging markets, must surely impact the 
paradigms fot success in the new century. Can industry leaders even be sure of the major markets in their own backyard? 

The World Aluminium Conference will bring together senior industry executives, their customers and investors in a stimulating forum 
to consider these fundamental points and address the demands of the world-wide marketplace. 


EARLY SPEAKER ACCEPTANCES 

Mr Randolph N Reynolds. Sr 

Her Chairman and Executive Officer 
ArymiUj Metals Company 

Mr Francois Prwost 

Managing Director 

ACHE t Aluminium Can Recycling Europe ) 


Mr Ted Arnold 

First Vice President and Minerals Economist 
Merrill Lynch. Pierce, Fenner A Smith Limited 


Mr Keith Mitchell 


PC! iPCT Packaging, Re tin and Recycling! Ltd 


Mr Ivar Safsett 


Hydro Aluminium Extrusion 


Mr Igor Prokopov 
Director General 
Aluminiy AO 


Mr Stephen Bettcber 
Wee President 

Can Stock Sales and Marketing 
Kaiser Aluminum 


Mr R S Vatsan 
Managing Director 
Aluminium Industries SDH BUT 


Mr John Barter 

Senior Vice President and 

General Manager, Aluminium Division 

SNC-LAVAUN Group Inc 


Mr Parks A Dodd 

Director, Strategic Planning 
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THE 3RD ANNUAL WORLD ALUMINIUM CONFERENCE 
15 A IS JUNE IW. Hotel laterCaatbwaUl. LoaJoo 
PLEASE COMPLETE IN BLOCK CAPITALS 

Mr'Mn/MiwWPr FirH Naur 


TyprpT Poway W 


Dnj Pnvciua Acc Tt E*,our™ >ib iruy »Jl w nau ■> ow iODtow ral m, n aud v> Hop 
.vitfluviMtlK.mwiDPnMuEtpifci'TnL&itetfl WMeUMripaji iiteg. 


FEES ARE PAYABLE IN ADVANCE 
I I PIciM woJ Itw uslonu dcuik 

□ Ptra« leant one puce oArM Anew! WcrVJ AJumnuwn Conference 
uttera: otCtM.tnrm 00 pta UK VAT a ITS^J 

Ptaac note Cat a ihe ceafamcc bnns hrU Is tee UX all repmaB lie 
liaMe m pay I K VAT at . A VAT recopl «U be lent oa payment of the 

regrnnnoB tre. 

I I CVqile neloKO made piyaMe is 'FT Conference, “ 

D R«"; Tiamfer w. 

FT Concrsauci. SfiCbod Batik pk. 

City of Lsikiaa CorporaK Otter. Aeccnau Nanber 710N09S 
San Code: [mmtanomil SHIFT Co*- MIDLOBr 

tptem gum* tdegeu tom* as reference) 

0 Pima chifie mv AMEYiTawiawfMi,'wC«rt/t1«i mull t 


Erpiia Put ] j , , . I SlgmniK Of COAlUiUei 

i erru m ■ nmiim i~v ,»o VJU TUI ciusmcm of iikiiuihil iktihip iiX'.t. 

Syunirt Dam 

CwcvUmImi Pule, fawisiw im Pc r«,f-td te mrUtef MosAai, J jiar f«a«. aaf *01 

bv lobjvCl to m 2W rrribil inn Cm m|oi > wMbhlr drkgatr to o ff — A . Afar fa Ml, |fa 
Ml TmanfliMi Ttt wVU apph; M wb. xuTwfl«mttaQ» wIB vtSC fa a enffai. 


Companies 

An independent 
Meritor hits the 
ground running 

Larry Yost talks to John Griffiths 
about the group’s early months - 
following its spin-off from Rockwell 
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Meritor, the US automotive 
group spun off from its 
Rockwell International par- 
ent in October, is projecting 
sales to grow by 8 per cent 
and earnings per share to 
advance by 15 per cent over 
the next several years. Its 
chairman and chief execu- 
tive, Larry Yost, says the 
company will make what- 
ever acquisitions are neces- 
sary to make it world mar- 
ket leader In its chosen core 
business segments. 

Meritor claims already to 
be the world's biggest maker 
of truck and trailer axles, 
truck anti-lock braking 
systems, and other heavy 
duty driveline components 
through its HVS (heavy 
vehicle systems) division, 
and or some key elements of 
car components systems, 
particularly window regula- 
tion and door mechanisms. 

Meritor has hit the ground 
running as an independent 
group. Its global reach is 
already established, and its 
truck and car-related busi- 
nesses are moving quickly 
towards contributing an 
equal amount to turnover, 
thanks to particularly rapid 
growth of the car business. 

Its 16,000 employees are 
spread through 46 manufac- 
turing facilities worldwide 
and there are currently 14 
joint venture partnerships 
with more likely to come, 
particularly in developing 
regions such as the Merco- 
sur pact countries of Latin 
America and Asia-Pacific. 
Like many in the automotive 
sector, Mr Yost does not see 
the economic turbulence 
sweeping through the latter 
region as more than a rela- 
tively short-term disruption. 

Around 45 pea- cent of sales 
currently are outside the US 
and. says Mr Yost, invest- 
ments already made in facili- 
ties - particularly through- 


out Europe in the past five 
years -. mean that Meritor 
should not be faced with 
excessively burdensome cap- 
ital investments in pursuit 
of its sales and earnings 
growth- objectives. - 

These . objectives, he 
insists, are wholly credible; 
^Our sales grew by 32 per 
cent between 1994 and 1997 
at a time when the industry 
as a whole remained' fairly 
flat" 

Much of the growth is 
accounted for by the' LVS 
division, whose investments 
in facilities in a number of 
developing markets — typi- 
fied by a complex at Liberec 
in the Czech Republic which 
has already become Men- 
tor's sole (and . low-cost) 
source of global supply for 
some door system compo- 
nents - have been paying 
off. LVS’s own turnover rose 
by 50 per cent in the 1994-97 
period. 

Earnings growth conies as 
a result of both rising sales 
and a firm onslaught on 
costs. The latter are being 
cut by around 4 per cent a 
year as Mentor’s manage- - 
ment systematically applies 
the sharper focus on busi- 
ness efficiency made , possi- 
ble by independence. 

Not surprisingly, 'the com- . 
pany's senior executives 
have had a good idea Where 
to look for sayings, 'as most 
are Rockwell veterans. Mr 
Yost previously had been 
running the heavy systems 
division, while light systems 
president Bob Calder has. 
been overseeing the divi- 
sion's globalisation strategy - 
for years. 

Although vehicle systems.. 
- both car and truck - axe ; 
becoming more complex; ' 
particularly as electronics 
proliferate, there Is no .inten- 
tion to broaden significantly ' 
Mentor's, product. range into 



Larry Yost: Asia's troubles are a relatively short-term (fisniptiort 


new areas. “Where HVS is 
concerned-, .our focus will 
remain on the drive train, 
but downstream of engines; 
that's one area where we 
have no interest.” 

Some of the expectation of 
HVST -division, growth is 
fuelled by -the proclaimed 
belief- tiialEuropeantrack- 
makers increasingly will be. 
obliged to outsource more of 
their, main .component 
systems alter years of strong' 
vertical integration - a view 
not necessarily shared by 
some - of the. manufacturers 
themselves, however. - • ■ - 
Executives at Dutch-based 
DAF, for example, insist that 
there wifi remain a high 
level of “in-house" compo- 
nents, including engines, ■ 
despite DAITs takeover last 
year by Paccar of the -US. tbs 
world's second-largest heavy 
truckmaker. Paccar,, like 
muich of the North American 
truck industry, .bqys. in most 
of its main components from 
companies such as Meritor 
and : diesel engine manufac- 
turers Cummins, and Cater - 
pfflar. ' . ' 

Thus companies such -as 
Meritor cannot help wonder- 
iag" Whether and for how 
long .the . DAF . stance might 
endure. “Certainly, with the 
gtobaUsatinn- process;: inter- 
national competition has 
become 'very intense and the 
truckmakers b&ve got to; 
beep findixig -more ways to 
out costs, 4 ” says Mr Yost - 

. Growth - .doe's seem 
assured, -however, in. -the 
form of theincreased sophis- 


tication of component 
systems and the additional 
revenue that can flow from 
their, design, development 
and manufacture. 

“For example, we started 
out with producing axles,” 
; says Mr Yost “We built up a 
significant share In those 
and then came contracts to 
add the brakes;. Now we are 
into the complete air suspen- 
sion system; and, of course, 
the business will become 
more and more valuable as 
the truckmakers move 
towards global truck plat- 
- -farms.” : - 

- • In terms of global strategy. 
Meritor has already staked a 
longterm claim to a share of 
_the.inevitable growth of Chi- 
na’s vehicle car and truck 
markets, even though it is 
accepted that the road to 
consistent, worthwhile 
returns is likely to be a long 
one. It expects returns from 
several investments in 
India’s burgeoning car and 
truck ; markets', somewhat 
earlier, and is bullish also 
about the prospects for Mer- 
cosur. where it also has both 
car and truck, ventures. 

■ Eor all that,. Mr Yost 
knows that the sector will 
rej haln tough. With: margins 
■ under relentless pressure - 
SYidenced in -Mentor’s own 
?l52moparating profit, $9Sm 
.7 on. its $3.3bn sales dur- 
ing the -final year under 
Rockwell’s ownership.. 

Mr Yost is not daunted. 
Look at the industry trends 
“ they’re all playing into our 
- hands.” he says, 
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Austria 

Bdjjidmy-' 

Denmark 
«-»- 1 “ 

rraong _ 

France 

Germany 

Greece 

"fcaBna'-V f.'“ “ 

toy 

.lUccamldqucg ' ■ 
Netherlands 
Portugal '' 

Spain 

Sweden .: 

UK 

Noway, f. . 
Switzerland 
Tartbaj', 1 
Others 
Tobt 

Eastern Europe 
Bulgaria 
Former CSFR 
Former USSR 
Former. Yugoslavia 
Hungary 
Poland "_ 

Romania 
Total "* 


North America Free Trade Association 
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1994 

1995 

1996 
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Canada : . 
Wico 
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Asia (excluding Japan) 
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Productivity and technology 


John Griffiths examines a ‘kaizen breakthrough* at 
Perkins, where a continuing programme of examining 
production methods is reaping many rewards 


Perkins Engines, the 
UK-based diesel engine 
maker sold for $i.3bn 
recently by LucasVarity 
Corporation to Caterpillar of 
the US. invited in a few 
outsiders just before 
Christmas to help Perkins 
tear itself apart 
Large mobile cranes, 
forklift trucks and anything 
else that might be needed 
were placed to hand. Then 
the management stood back 
- well, almost - and let 
them got on with it. 

The outsiders came from a 
diversity of companies: some 
to which it is a supplier of 
engines; others in the 
’financial services and 
_ accountancy fields. They 
- ' came from a variety of 
working backgrounds, with 
few having close connections 
‘ with process engineering. 

Yet just four days after 
they had first started 
walking purposefully 
towards key areas of 
Perkins' production, lines, to 
embark on what was - 
• formally named a “Shopfloor 
Kaizen Breakthrough", the 
transformations they had 
achieved in tenns of 
improved efficiency and 
productivity could be 
described accurately as 
radical 

In the four production 
areas which the outsiders, 
formed into, teams with a 
mix of Perkins’ own 
workers, tackled, few of the; 
processes in place just four 
days earlier were 
.immediately recognisable 
A large area devoted to 


machining of; engine 
connecting rods had been . 
completely reconstructed, 
including the reshuffling of 
process machinery weighing 
several tonnes. The floor 
space needed for all the 
processes had been cut by 72 
per cent .-...' 

Work in progress- had been 
reduced by 93 per cent The 
labour force required to 
carry out the processes had 
been reduced by 40 pep cent, 
and the number- of machine 
tools required from eight to 
fly& . 

The results, awarding to 7 
Pe rkins ’ general manager 
and, divisional director. 
Brian Amey, Were . even 
better »wh the company has 
come to expect from the 
ongoing series of “kaizen 
breakthrough" taskforces it 
has now sent into action in 
some ISO areas of the plant 

Until the most recent 
four-day exercise in "kaizen" 

- the Japanese term for 
continuous improvement - 
the teams had consisted 
always of Perkins’ own 
employees, but from 
different ’ . areas of . the 
company from that being 

targeted. 

The “breakthrough” idea 
is that the teams, comprising 
usually a dozen or so, bring 
a fresh and critical eye to 
long-entrenched, but . not 
necessarily efficient, 
production processes - In the 
space of a short, highly 
concentrated exercise lasting 
just a few days. 

This time round, however - 

— an occasion regarded by 


Perkins as a big first - was 
to be a public kaizen. 
Opening the company's doors 
and its processes to wider 
critical scrutiny. 

The productivity and 
cost-saving gains were made 
by all teams Involved in the 
exercise, with empirical 
evidence " of the 
improvements when the four 
teams of the public kaizen 
made formal presentations 
to Perkins management at 
the end of the exercise.' ' 

Another team of a dozen 
or so which examined the 
core build area of -Perkins' 
four-litre en gine range made 
sweeping changes. 

Much process plant was 
shifted around, with parts 
for assembly made to fall 
more easily to hand by 
opening up. both , aides of the 
assembly line . and reducing 
radically the number of 
movements required of 
operators. Result: 

• A 41 per cent 
improvement In operator 
productivity; 

• A 79.5 per cent reduction 
ta inventory: 

• Floor space reduced by 45 
per cent; . 

• Cycle time reduced by 25 
per cent. 

Total distance travelled by 
employees between process 
functions for a complete 
cycle reduced from 350 
metres to 50- metres. 
Previously, the team had 
found, “workers hopping 
around the production line 
like rabbits”. 

The- process meets no 
apparent resistance from the 


shop floor. To the contrary, 
most of the company's 
several thousand employees, 
many of whom have 
themselves now been 
involved in internal kaizen 
breakthrough, say they have 
found the exercises 
stimulating as well as 
surprising. 

However, part of the 
ground rules set down by 
North Carolina- 

based TBM Consulting 
Group, which has overseen 
Perkins’ kaizen activities, 
is that employees receive 
pledges of no redundancies 
arising from the exercises. 

In Perkins’ case sucb 
assurances have not been 
difficult to give. The 
company has embarked on a 
number -of - expansion 
programmes expected to 
result in engine production 
doubling to around 500,000 
units a year by early next 
decade. 

Some of the public kaizen 
solutions were relatively 
obvious and clearly had been 
in the back of managers' 
minds as needing 
improvement even before it 


For most of the teams, 
indeed, the pre-exercise 
discussions with plant 
managers gave some clear 
pointers as to where 
some improvements might 
come. 

Nonetheless. Perkins 
managers are adamant that 
the teams were not merely 
following ' up ideas for 
improvement planted by 
managers themselves. 

Much of the teams' 
attention was takes up with 
dismantling “pipeline" 
processes - so restricted and 
sequential that they can 
only move at the speed of 


the slowest operator or piece 
of equipment - and putting 
in their place a system 
which could flow around 
obstructions. 

In all operations like this, 
says Anand Sharmah, IBM’s 
president and chief 
executive, the idea is “to 
lower the water around the 
process to make any 
efficiencies visual and 
painful. If you let people 
continue to hide problems 
then you cannot manage 
those problems". 

Mr Amey, who joined 
Perkins in late 1995 from 
Nissan, where he had been 
deeply involved in ongoing 
improvements of production 
systems. knew very 
substantial production 
increases were In prospect 
for Perkins when he joined, 
and one of his first acts 
was to start kaizen 
activities. 

Factory floor space started 
appearing as if from 
nowhere. “It proved time 
and time again that we 
already had the space 
capability to double 
production," recalls Mr 
Amey. 

But can kaizen 
breakthroughs work for 
everyone? 

Mr Sharmah agrees that 
this is not the case, bet says 
that what be would regard 
as companies failing to get a 
serious grip on kaizen-type 
improvements represent no 
more than 5 per cent of 
the more than 100 US 
and more than 30 UK 
companies with which TBM 
has worked. 

Kaizen, stresses Mr 
Sharmah, is surprisingly 
easy to makp- gains initially. 
“But it is much more 
difficult to sustain." 


New diesel engines are on the way 


*SA Peugeot-C5troen, the French 
vehicles group, is to start 

arodnetion of a new generation of 

liesel engines in October, using 
‘common rail" fuel injection 

whnn ingy to cot fuel consumption 

jy 20 per cent compared with its 

mrrent range,. writes. John Griffiths. 

The group, which is investing 
7pr3bn to develop and produce the 


engines at its SMAE subsidiary in 
eastern. France, also claims the 
engines will weigh 22kg less than 
current equivalent unite while 
providing SO per cent more torque 
and 25 per cent morepower. 

. Emissions are claimed also to be 
.down substantially - carbon 
dioxide, the main “greenhouse” gas, 
by 20 per cent, carbon monoxide by 


40 per cent, and particulates - 
suspected of being a carcinogen - 
by 50 per cent, 

The new technology, pioneered by 
Fiat and developed jointly with 
Robert Bosch of Germany, injects 
fuel directly into the combustion 
chamber at very high pressure from 
a single fuelling line. 

The “WOJT (high-pressure direct 


injection) engines will replace the 
group's XUD units, one of Europe’s 
most widely-used car diesel engines 
with more than 7.5m sold. HP! 
output will start at the SMAE 
facitity at a rate of 400 a day, 
climbing to 2,000 a day by the 
summer of 1999. They will be used 
throughout the Peugeot/Cltro&i 
model ranges. 


Now it’s much easier 
to track the trucks 

This satellite-based system can boost efficiency for 
companies and benefit drivers, says John Griffiths 


There is a small but growing 
number of commercial 
vehicle drivers wishing that, 
for from merely naming his 
company Minorplanet, 
Christopher Harrison would 
find a real one - a long way 
off ~ and stay on it. 

Dr Harrison, the 
company's founder, and SO 
colleagues and employees of 
the logistics software 
concern that is based in the 
northern England city of 
Leeds, have begun taking 
the fun and perks out of the 
working lives of some truck 
and van drivers - or, at 
least, of the minority who 
waste employers’ time and/ 
or money when their 
vehicles are oat of sight of 
the depot. 

In the process, however, 
says Minorplanet Systems' 
chairman - Michael 
Abrahams, who is also 
deputy chairman of the UK 
insurance group Prudential 
- employers are saving 
money and improving 
efficiency on a much more 
significant front. One 
operator, he says, this year 
will save £150.000 in running 
costs on its fleet of 50 
delivery trucks by using 
Minorplanet’s system for 
monitoring vehicle 
movements. 

Geo-stationary 
satellite-based systems to 
track vehicle movements are 
not new. 

The Securicor group, 
through its Trakbak 
subsidiary, and the rival 
Tracker group have already 
earned the gratitude of 
hundreds of owners whose 
stolen vehicles have been 
tracked down by the 
systems' satellite-based 
locator 'bugs' hidden within 
their cars and trucks; 

In a somewhat different 
vein, the Safeway supermar- 
ket chain is among a grow- 
ing number of companies 
with large distribution activ- 
ities making use of satellite 
communications to monitor 
driving habits. Drivers are 
sent for retraining, for exaxn- 
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pie, if the monitoring soft- 
ware shows they habitually 
make excess use of the accel- 
erator - and thus waste fuel. 

In Safeway 's case, under a 
joint development with the 
Dutch computer company 
Logiq, it Is also monitoring 
truck movements on real- 
time headquarters screens so 
that drivers can be alerted to 
traffic obstructions or stores 
warned that deliveries are 
going to be late. 

The competitive advantage 
claimed for the vehicle man- 
agement system developed 
by Minorplanet - valued at 
£17m on the Alternative 
Investment Market (Aim) 
when floated in London in 
November - is the minute 
detail in which it monitors 
and logs a vehicle's move- 
ments. 

For truck and driver, there 
Is no place or time to hide. 
Minute by minute, location 
within a few yards, route, 
speed and duration of stops 
are recorded. Downloaded 
onto a computer, each jour- 
ney can be followed in detail 
on a CD Rom-driven map. 
Soon, the downloaded data 
will also reveal which 
vehicle doors have been 
opened and for how long. 


when and for how long tail 
lifts were raised and low- 
ered, and even the prevailing 
temperature inside refriger- 
ated trailers. Data from up 
to 500 trucks can be down- 
loaded almost simulta- 
neously via computer. 

It is a process in which the 
driver plays no part. The on- 
board system Itself cannot 
be tampered with or 
switched off. Unlike tacho- 
graphs, drivers do not even 
need to be told the equip- 
ment is installed - although 
not to do says, Minorplanet’s 
operations director, Andrew 
Tillman, is unlikely to be 
good for workforce morale. 

Both software and hard- 
ware are designed, developed 
and manufactured by Minor- 
planet, its own engineers 
travelling to customer 
depots to carry out installa- 
tion, which takes about one 
hour per truck. 

Much as the system might 
be loathed by some drivers, 
for the majority it could be 
seen as a benefit, insists Mr 
Tillman - validating over- 
time. breakdowns or traffic 
delays which in the past 
were regarded with suspi- 
cion or even resulting in 
claims being refused. 
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Sometimes, to simplify means 
bringing "the smarts within" within 
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Delphi Automotive Systems has strengthened its position as the eanm:; s.u.y'e source 
global supplier by bringing De-co Electronics' expertise /.nr. n Delphi's m- ;•:•• of c vm/io ; e r c:os 
Now Delphi s better positioned to deliver electronically enhanced vericie sv/v •■.•. awoss 
the widest product range ;n the industry. .Mobile ^odia, duve-by /.•;■ k -. sys*-: n s a?ip cm n -veo 
elect ricaVelecironic veiv.de architectures arc- some of the smart new products comn-rj y. ,. j r 
way. To see "the smarts within" within, v»si t us at v ' /vv • deiphiauto corv. 
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